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How can you control mounting clerical costs? 


AMA OFFICE MANAGEMENT 
CONFERENCE 


October 15-17, 1956 © Hotel Sheraton Astor @ New York 


OFFICE EXECUTIVES TODAY are faced with a double challenge: 
They must find ways of coping with rising clerical costs while supplying 
the increased office services demanded by line executives. At this meet- 
ing, office managers and specialists will report on the methods they have 
developed for meeting this challenge successfully. 


As one important feature of the Conference, line executives will dis- 
cuss the solutions they have developed for their own paperwork problems. 
Other company representatives will describe how they have successfully 
resolved some of the crucial organizational and staffing problems that are 
currently facing all office executives. 


Here are some of the important areas the conference will cover: 
Measuring the return on investment in office 
materiel and manpower 


Exclusive reports on company experiences in 


office “automation” 


Tools of paperwork control: forms control, proce- 
dures analysis, work measurement, records reten- 


tion programs 


New frontiers in paperwork management 
PROFIT FROM THE IDEAS OF EXPERTS—REGISTER NOW! 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
1515 Broadway - Times Square - New York 36, N. Y. 








“Manager Development Is 
Self- Development”’ 


Srverat MONTHS AGO, AMA's Intra-Company Management Pro- 
gram planned and produced a meeting for the top-management 
team of a large manufacturing firm. Designed to help the company 
establish a management development program, this meeting brought 
an enthusiastic letter from the firm’s president: 


Our meeting is over, but the benefits, I am sure, will 
remain with us for a long time to come. You are certainly 
to be congratulated for planning, arranging, and carrying 
out the program for us. 


The meeting achieved the purposes I had in mind: to 
stimulate our executives into doing some self-examination 

. create active interest . . . and promote recognition of 
the importance of the problem. 


It emphasized that manager development is self-develop- 
ment. ... Our program must be developed within our own 
company and can’t be copied from others. 


The president's phrase, “manager development is self-develop- 
ment,” accurately describes the purpose and method of the Intra- 
Company Management Program. By tailoring meetings to the 
specific needs of an individual company, this AMA program helps 
the company and its managers to develop themselves. 


Just as in AMA's national conferences, seminars, and courses, 
emphasis is on proven, tested management methods—presented and 
explained by experts. Intra-Company Management Program meet- 
ings show what has been done and what can be done—laying a 
solid foundation for the company’s own growth and for the self- 
development of its staff. 


The Intra-Company Management Program is an extension of the 
method and over-all program of AMA—for over 33 years, America’s 
Forum for Managers. 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
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Major Depressions: No Longer a Threat? 


EveER SINCE the great depression, we 
have tended to be hypochondriacs 
about the American economy. The 
question is: Just how serious are 
the weaknesses that do exist in the 
economy? 

Two concessions must be made to 
the arguments of the pessimists. 

1. The economy will indeed con- 
tract. It has already done so three 
times since the war, in 1948-49, in 
1953-54, and early this year; it will 
do so again and again. No free econ- 
omy can be recession-proof. Nor are 
the government's remedies fully ef- 
fective in the short run. 

2. Some sectors of the economy 
will indeed decline, some perhaps ir- 
reversibly. Such industries as auto- 
mobiles and farm equipment are 
overextended and will have to under- 
go painful adjustments. Some indus- 
tries, like anthracite coal mining, 
certain branches of textiles, and 
farming face continued shrinkage. 

What is in question is the seri- 
ousness of such declines. Will future 
recessions ever again approach the 
magnitude of the great depression? 
There are at least eight compelling 
reasons for answering no. 

1. All business contractions differ. 
The great depression was absolutely 
unique, the outcome of conditions 
that will never again be duplicated. 

2. Contractions in certain major 
industries will probably not be as 
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great as pessimists expect. The road 
building program enacted by Congress 
last June, the provision of more ade- 
quate parking facilities, and the prom- 
ised introduction of radically new 
kinds of automobiles may well restore 
automobile output to 1955 levels in 
a year or two and push it much past 
these levels by 1960. 

The continuing population boom 
which, it is fairly conservatively es- 
timated, will raise population to 
about 185 million in 1965 and above 
210 million by 1975; the growing 
impetus of movements to the suburbs 
and to the South and West; the 
American passion for home ownership 
—all these are grounds for expecting 
a vigorous housing market for years. 

3. No industry, not even such 
giants as the automobile industry, has 
today the importance it used to have. 
It is significant that, despite a nearly 
25 per cent drop in automobile pro- 
duction early this year, over-all indus- 
trial output declined only 2 per cent, 
and that the gross national product 
actually topped $400 billion. 

4. Back of this resilience of the 
economy is the strength of the Amer- 
ican market. The rising population, 
the burgeoning of new communities, 
and the new pattern of living that 
America has developed since the war 
have broadened and intensified the 
demand for goods and services beyond 
any previous reckoning. 
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5. Investment for new plant and 
equipment is now at the peak rate 
of $36.7 billion, 26 per cent higher 
than the previous peak of last year. 
And there is no present sign of a 
slackening of this pace. Nuclear en- 
ergy, jet propulsion, synthetics, auto- 
mation, and other technological de- 
velopment will in time render most 
present industrial processes obsolete 
and create opportunities for invest- 
ment never yet matched. 


6. It seems unlikely that defense 
expenditures will fall much below 
the present $35 billion level in the 
foreseeable future. Whatever cuts 
there may be will be offset by re- 
cently scheduled increases in social 
security benefits and by long overdue 
expenditures for schools, roads, and 
other programs. Such expenditures 
will certainly help moderate any 
future slump. 


7. Should our economic strength 
nevertheless temporarily fail us, the 
plans of many large corporations for 
delaying capital expenditures until 
slack times will help maintain activity 
at relatively high levels. In the more 
crucial public sphere, there are the 
banking and financial reforms of the 
30's, the extended powers of the 
Federal Reserve System to ease credit, 
and, most important of all, the gov- 
ernment’s “built-in stabilizers” of the 
economy. It is estimated that, even 
without additional legislation, they 
would reduce by more than a third 
any fall of national income. 


8. What matters more than the 
available and proposed devices is the 
assurance that whatever action may 
be required to prevent anything re- 
sembling the debacle of the 30's 
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will be taken. As a last resort, the 
government itself could employ suf- 
ficient numbers of workers to keep 
unemployment within at least toler- 
able limits. 

If not a major depression, what 
then does threaten the American 
economy? The answer, very simply, is 
the way we handle the danger of 
depression. First is the threat of a 
tardy response. Should the opening 
stages of a depression be met with 
empty reassurances and glib evasions, 
the result could be a collapse of con- 
fidence and a contagious spread of 
cuts in spending and production. The 
government would then have to in- 
tervene much more massively than if 
the initial response were prompt. 

Second, there is the threat of re- 
sponses unfavorable to enterprise— 
the kind that protect inefficiency and 
backwardness. The result of the cod- 
dling of maladjustment in the 30’s 
was to diminish the need for new 
investment to replace obsclete plant 
and equipment and the need for 
initiative to develop new methods 
and approaches in production and 
distribution. The consequence was a 
delayed and incomplete recovery. 

Both these threats can be effectively 
countered. The danger the American 
economy faces lies not in depression 
but in our reaction to it. We can fight 
it in ways favorable to freedom and 
progress, or in such ways as to hamper 
production, magnify the government's 
role, and improve communism’s 
chances for ultimate victory. The 
choice is entirely in our own hands. 

a Joseph H. Spigelman. 

THe New York Times MAGAZINE, 

August 5, 1956, p. 7:4. 
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Getting Out the Vote: A Survey of Company Policies 


IF ENCOURAGING employees to vote consists of posting a notice on the 
bulletin board or running a little story on “Why You Should Vote” in 
the company magazine, then most medium-size and large companies will 
support the get-out-the-vote movement this election year. If encourage- 
ment consists of a well-rounded, carefully planned and executed pro- 
gram, only about one out of five companies will do anything effective, 
according to a survey recently conducted by American Business among 
132 companies that say they encourage employee voting. 

Any get-out-the-vote program must, of necessity, have two parts; 
registration and voting. The first is even more important than the 
second, since employees who aren’t registered can’t vote. A good pro- 
gram directed at getting employees registered—even if it stops there— 
means more people will vote. 

Of the 132 companies, 120 will use bulletin boards in their get-out- 
the-vote effort. On these boards a regular series of “vote” posters will 
be run, with changes being made at regular intervals. And among these 
messages will be notices of time off to be allowed employees for voting, 
an outline of company policy, cars available to take members of the 
employee's family to the polls, and references to other parts of the 
total program. 

Many companies indicated they would also use a “letter from man- 
agement” to employees as their contribution to getting out the vote. 

A majority of employers, 54 per cent, allow time off with pay for 
voting—usually limited to two hours, although a very few companies 
give the entire morning off. In some states, there are laws covering 
time off, and 17 per cent of the employers base this practice on these 
laws. However, 29 per cent of employers allow no time off at all. 

What do these companies participating in vote-stimulating campaigns 
feel about their effectiveness? Eighty per cent of the respondents felt 
their efforts had a good effect on voting, 12 per cent said they didn’t 
think so (but these companies had only a token program), and the 
rest did not answer. 

—American Business 6/56 





AMERICAN LIVING STANDARDS will be 70 per cent higher in 1996 if the 
present output pace is maintained, predicts the National Industrial Con- 
ference Board, on the basis of projection of trends since 1896. Total 
national output, now about $400 billion yearly, will be $1.2 trillion by 
1996. If population increases at the rate it rose from 1790 to 1950, it 
will reach 200 million by 1996; however, if it increases at the rate pre- 
vailing from 1940 to 1955, it will rise to 300 million. 
—Industrial Relations News (230 West 41 Street, 
New York 36, N. Y.) 6/16/56 
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How Industry Develops 
Executive Talent: A Survey 


ABOUT THREE-FOURTHS of all com- 
panies conduct some kind of de- 
velopment programs for their execu- 
tives, to judge from a recent survey 
conducted by the Bureau of National 
Affairs. Based on data submitted by 
141 executives from large (Cover 
1,000 employees) and small com- 
panies in all branches of industry and 
all sections of the country, the survey 
describes the latest techniques in se- 
lecting, training, and evaluating exec- 
utive talent. 

Planning for executive develop- 
ment. The great majority of partici- 
pating companies maintain up-to-date 
organization charts. A lesser number, 
but. still more than half, make inven- 
tories of future executive needs. Only 
a minority of firms, though, maintain 
replacement schedules showing under- 
studies for key executives. 

Evaluating present executives. Pe- 
riodic performance reviews of execu- 
tives are made in 58 per cent of the 
larger and 55 per cent of the smaller 
companies. Among the remaining 
companies, a number are planning to 
install such reviews in the near fu- 
ture. 

Among companies that periodically 
appraise their executives, the evalua- 
tion is made by the immediate super- 
visor in over one-half of the larger 
firms and over one-third of the smaller 
ones. In the remaining companies, 
evaluation is usually made by a com- 
mittee of two or more higher execu- 


SEPTEMBER, 1956 


tives, often including the immediate 
supervisor. 

Evaluation generally takes the form 
of either an individual appraisal or a 
group appraisal; however, it may at 
times involve a self-appraisal. Execu- 
tives are counseled on their strengths 
and weaknesses in 72 per cent of 
larger companies and 69 per cent of 
smaller ones. 

Training future executives. Pro- 
grams for training potential executives 
are carried on by 49 per cent of 
larger companies and 55 per cent of 
smaller firms participating. Asked 
what criteria they apply in selecting 
executive trainees, respondents indi- 
cated that the greatest importance is 
attached to the factors of education, 
job performance, balanced personality, 
and experience—in the order given. 

Tests for selecting future executives 
are used in 30 per cent of larger and 
smaller companies. This represents a 
sizable increase in testing for this 
purpose since a similar survey in 
1952, which showed corresponding 
figures of 12 per cent for larger and 
20 per cent for smaller firms. 

The great majority of future 
executives come from the company’s 
own ranks. All future executives are 
chosen from within by 11 per cent 
of larger firms and 5 per cent of 
smaller ones. In the majority of par- 
ticipating companies, every executive 
is expected to develop an understudy 
for his position. 





Training present executives. Train- 
ing programs for present executives 
are carried on in about 75 per cent 
of all companies, larger and smaller. 
In the great majority of these com- 
panies the program is on an informal 
basis and is handled by the personnel- 
industrial relations department. Other 
agencies sometimes responsible for the 
program include the trainee’s immedi- 
ate supervisor, the plant manager, 
division or department heads, and the 
president or vice president's office. 
Outside consultants assist in the train- 
ing programs of 32 per cent of larger 
firms and 50 per cent of smaller ones. 
Participation by executives is usually 
voluntary, and most of the training 
programs are conducted on company 
time. 


Among companies with training 


programs, all executives who are eli- 
gible participate in 45 per cent of the 


larger firms and 43 per cent of the 
smaller ones. Above 70 per cent par- 
ticipation is noted in another 48 per 
cent of larger and 43 per cent of 
smaller companies that conduct such 
training. 

Regarding levels of management 
which participate in training pro- 
grams, roughly two-thirds of all com- 
panies include their entire executive 
staff. Other levels which come in for 
executive training are described as 
“top levels,” “upper middle man- 
agement” “middle management,” 
“lower and middle management,” 
“second and third levels,” and “de- 
partment heads.” 

Executives in some 77 per cent of 
companies report that their programs 
are continuous, rather than one-time 
operations. 
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Training techniques. A variety of 
training techniques are used by com- 
panies participating; some firms use 
a great many. Asked to select the one 
technique which in their opinion is 
most effective for executive training, 
the largest number of companies (17 
per cent) named planned job rotation 
and conferences led by higher com- 
pany executives. (It is interesting to 
note that, while considered highly 
effective, job rotation is practiced by 
only one-third of the larger compa- 
nies and one-fourth of the smaller 
ones. ) 

Other techniques receiving an 
appreciable number of votes as “most 
effective” include: formal understudy 
programs (8 per cent of companies); 
attendance at outside conferences (7 
per cent); in-plant classes led by edu- 
cators and specialists (5 per cent); 
paying tuition for special management 
courses at college or university (5 per 
cent); and “multiple management” or 
junior boards of directors (4 per 
cent of companies). 

Formal development programs. For 
the most part, formal instruction is 
supplied by company executives and, 
occasionally, by outside executives 
from within the industry. In a mi- 
nority of cases, college professors are 
called in. Duration of courses is 
varied—from short sessions covering 
2s little as two weeks to courses meet- 
ing regularly over a three-year period. 
Size of groups likewise varies greatly, 
going from as few as six to as many 
as 45 participants. 


e THe Executive (Survey No. 
37, Personnel Policies Forum, the 
Bureau of National Affairs, 1231 
24 Street, N.W., Washington, 

D.C.). 


THE MANAGEMENT REVIEW 








Convenience Packaging: Key to Bigger Sales 


From its beginning, the packaging 
industry has been built on conven- 
ience. 

Convenience packaging has sparked 
many new merchandising aids. It of- 
fers built-in service (complete, pre- 
cooked dinners); it insures culinary 
success (with exactly pre-measured 
cake mixes that include even the 
baking pan); it is responsible for 
new products and experiences (fro- 
zen soups that bring new flavors for- 
merly unobtainable for mass distribu- 
tion); and it has introduced the con- 
cept of re-use packages (cheese trays, 
toy containers that are part of the 
toy, liquor decanters that become do- 
it-yourself lamp bases). 

The field of specialized conven- 
ience packaging is wide open be- 
cause today’s market is a convenience 
market. Here, then, are some of the 
basic functions of convenience pack- 
aging: 

1. Identification. This is perhaps 
the first element of a package con- 
venience. For the consumer, this 
means a package that is legible, ac- 
curately labeled, and easily and 
quickly recognizable at the point of 
sale. The package must provide in- 
stant and complete identification, in 
the store as well as in the home. 

For the retailer, identification is 
of equal importance. Easier handling, 
stocking, displaying, and inventory 
depend on it. 

2. Handling. The consumer wants 
a package that is easy to pick up, 
comfortable to handle and carry out 
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of the store. One current trend here 
is the multi-packaging of often-used 
canned goods in a convenient carry- 
pack. Soups, spaghetti, jellies, fro- 
zen juices are, or will be, among the 
first to appear. Multi-packaging of 
toys, soft goods, and costume jewelry 
will follow. 

For the retailer, the multi-pack is 
a convenience, too. It can serve as 
a display piece in itself, thus elimi- 
nating the extra cost of a separate 
display and shipper. It can create 
gift appeal, and stimulate impulse 
sales. In short, the dealer can achieve 
a greater dollar volume with a de- 
crease in handling costs. 

Size and shape are vital items in 
handling. Half loaves of bread, indi- 
vidual boxes of breakfast cereal, giant 
economy- or half-size packages— 
these are all convenient packages. 
For the retailer, handling is perhaps 
the most important aspect of con- 
venience packaging. For supermarket 
operators, for example, handling is 
an ever-present concern. Much prog- 
ress has yet to be made before they 
can zip open a shipping case and find 
packages with price-marking areas 
right on top, ready to be stamped and 
put up on shelves. 

On the other hand, automation is 
making giant strides in this field, and 
expanding markets will assure con- 
sumers for even greater production. 
Here, convenience packaging means 
facilitating the processes of packing, 
shipping, storing, unloading, and in- 
ventory. 
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3. Open, close, dispense, display. 
These are all parts of convenience- 
package handling. The consumer re- 
quires packages that are easy to open, 
dispense, measure, and close. Most 
of the recent research in packaging 
has been done in this area. Witness 
the new activities in tear strips, 
spouts, closures, screw caps, etc. 

Other developments are imminent. 
Non-variety breakfast cereal packages 
will have not only convenient outer 
tear strips, but convenient packaging 
inside as well: a strip of bowl-sized 
packets from which sections will be 
snapped off. Bags of flour will be 
merchandised in a similar way, pack- 
aged by the cupful. 

4. Re-use values. It is in this 
area of convenience packaging that 
we will probably see the most activ- 
ity in the near future. The tremen- 
dous success of the new liquor de- 
canters, used to hold other liquids, 
or even turned into lamp bases, indi- 
cates that wine and other beverage 
manufacturers will follow suit. 


Stainless steel ware is already being 


packaged in plastic sheets that serve 
as silver chests. Polyethylene bags 
for textiles and produce will prob- 
ably appear with gay and interesting 
designs to hold candies or serve other 
purposes. Packaging and dispensing 
of fragile items—bulbs, records, cap- 
sules—will also be given increased 
attention. 

The most important idea in a re- 
use container will be its surprise 
element. If, for example, paper cups 
were packaged in a usable storage 
box, it would sell—depending, of 
course, on its intended re-use value. 

5. Specific market requirements: 
Many industries will be able to adopt 
convenience-packaging techniques de- 
veloped by the food industry. Some 
have already started: packaged as- 
sortments of tacks, nails, and screws; 
related-item kits of cosmetics; kitchen 
utensils, etc. And other specialized 
industries and markets will similarly 
explore their own needs, and come 
up with solutions. 


= Gordon Lippincott and Walter 
Margulies. Printers’ INK, 
Vol. 255, No. 2, p. 30:3. 


A Guide for Streamlining Office Systems 


To simpLiry an office system is a 
difficult job. It is not always easy to 
see what sort of short cuts to take, 
and harder still not to miss any pos- 
sibilities. There are literally hundreds 
of machines and devices to save 
labor in the office. How do we judge 
which are applicable? 

The first step is to break down the 
types of work to be simplified—to 
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narrow the field of search. There are 
a definite and limited number of 
techniques for simplifying the various 
types of work. By reviewing the sys- 
tem in terms of the following basic 
stages in paperwork operations, short 
cuts can often be found much more 
quickly than by using traditional 
methods of systems analysis. 
Receiving data. There are a limited 
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number of ways of receiving data. It 
is not difficult to review them and de- 
termine which is the easiest for the 
system in question and best meet the 
requirements of later stages in the 
operation. 

Sorting data for processing. In the 
design of the input media, provision 
should be made to facilitate sorting: 
distinctive colors; flashes or stripes on 
forms; bold numbers for different 
copies, or distinctive shapes (cut cor- 
ners etc.); bold titles; or, if unit 
documents can be used instead of 
multi-item ones, mechanical sorting 
by needle with an edge-punched card 
machine. Mechanical methods will 
not usually pay unless volumes are 
fairly high. 

Storing the data pending process- 
ing. Simple information can be re- 
membered by the operator. This is 
undoubtedly the fastest method for 
reference and use, but is unreliable 
compared with formal records. The 
other main types of working records, 
then, are: 


Unless for- 


1. Working papers. 
malized, these can usually be used 
only by their originator. 


2. Original records of transactions. 
The efficiency of the work to be done 
on these depends entirely on the 
care given their design, i.e., the ef- 
ficiency of the data-receiving ar- 
rangements. 

3. Cumulative records: earnings 
records, inventory cards, ledger 
sheets, and other records in which 
data resulting from previous transac- 
tions are stored until needed for the 
next one. These can usually be pro- 
duced as by-products of the main data- 
processing operation of the cycle 
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without a separate operation to bring 
them up to date. 

4. Basic reference data: piece 
rates, price lists, standard cost data, 
etc. Techniques applicable to these 
may be strip-indexes (such as “Line- 
dex”) or interlocking card indexes, 
linked together in standard card- 
index-sized sheets, so that individual 
items are entered on a separate por- 
tion of card. This makes it possible 
to change the record of one item 
without recopying the others and 
risking transcription errors. 

Referring to the data used. In gen- 
eral, reference must either be manual 
and visual, semi-mechanized (e.g., 
selection by sorting needle), mechan- 
ized by punched card machines, or 
electronic, as determined by the cost 
factors. It should be remembered that 
reference by numbers is much faster 
than alphabetical reference, and that 
there should be no need to copy from 
the source documents. If any data 
have to be extracted, it is usually a 
sign that insufficient or improperly de- 
signed documents were received in 
the first place. 

Working on the data. As with all 
the other phases, the techniques for 
working on the data can also be 
listed quite briefly: brain and pencil, 
adding machines, calculators (ro- 
tary models, crank, or electrically 
operated), bookkeeping machines, 
punched-card machines, automatic 
data-processing, and finally electronic 
computer systems. 

A basic factor that must influ- 
ence the choice of technique is the 
question of scheduling. Peak loads of 
work must be staggered to use equip- 
ment economically. Incidentally, it is 
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often possible to increase machine 
output 15 per cent merely by not 
giving the machine a lunch-hour. 

A review of the schedule may often 
provide a chance to reschedule daily 
reports to weekly, or weekly to month- 
ly; to substitute summaries for de- 
tailed reports; or to report exceptions 
rather than routine occurrences. 

At this stage, all that remains to 
complete the cycle of operations is to 
record the results of the work in the 
form most suitable for further action. 
When the proper recording technique 
has been decided upon, it will be 
relatively simple to choose the ma- 
chinery. When several competitive 


makes seem almost equally suitable, 
it becomes a matter of cost (including 
expected maintenance cost); for ex- 


ample, are extra features available on 
one model worth the difference in 
price? Will they save time worth that 
amount within the appropriate de- 
preciation period? In the long run, 
this is the acid test of any systems 
study. The saving may be in the 
cost of man-hours, in the cost of 
human errors, or in terms of improved 
control of operations, but ultimately 
there must be a saving. The saving, 
too, must be great enough to justify 
the time spent working out methods 
and the inconvenience of changing 
people’s work habits. A review along 
the lines described will help minimize 
the time and inconvenience involved. 


a John Hockman. 
OrrFicre EourepMENT News, 
Vol. 2, No. 4, p. 23:6. 








“And this is RB 4762-Q, our oldest employee.” 











—Ed Fisher in The Saturday Review. 
Reprinted by permission. 
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Achieving Business Stability Through Growth 


As THE growing trend to supple- 
mentary unemployment compensation 
plans indicates, stable employment 
will be an increasingly important goal 
for many companies in the future. 
Thus, planning for stability of sales, 
production, and employment promises 
to be one of the greatest challenges 
facing management in the years 
ahead. 

The traditional approach to stabili- 
zation within the individual firm is 
to investigate several so-called stabili- 
zation techniques: producing for 
stock, developing a new product to 
fill in during slack seasons, training 
for versatility, transfer of workers, 
and making seasonal buying habits 
more regular. These techniques are 
useful, and every well-managed cor- 
poration should apply them to its 
operations wherever possible. 

But limiting the search for stabili- 
zation measures to such techniques 
is too narrow an approach to the 
problem. Most companies will find 
it more profitable to emphasize man- 
agement improvement in all areas of 
the business. Even the traditional 
stabilization techniques depend for 
their success on good management. 
And another limitation to the tradi- 
tional stabilization techniques is that 
they emphasize what management 
can do to level out short-range fluc- 
tuations in the existing level of sales, 
production, and employment. 

On the other hand, a_ broader 
approach to stabilization, which em- 
phasizes better management in all 
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areas of the business, regards ex- 
pansion of the enterprise as basic to 
the achievement of stability. This 
approach employs positive as well as 
negative measures to increase stability, 
and consequently is valuable in com- 
bating cyclical as well as seasonal 
fluctuations. 

It would be impossible to improve 
simultaneously every important area 
of management. For best results 
management should select areas in 
its business which hold the greatest 
promise for improving company sta- 
bility. The areas selected may be 
different for firms in different in- 
dustries. Creating new markets, for 
example, may be the most important 
problem of a firm in the mass pro- 
duction industries which are char- 
acterized by high overhead costs; but 
design and consumer preferences may 
be most important in an industry 
such as women’s clothing. 

While the approach to company 
stabilization will vary among different 
companies, there are several key areas 
which are likely to offer the greatest 
promise for improving stability. 

Long-range planning is one essen- 
tial to healthy growth and develop- 
ment of a company. It enables a 
company to balance important ob- 
jectives in the various phases of the 
business. Future requirements must 
be balanced against present day needs. 
The United States Steel Corp., for 
example, purchased the Mesabi Range 
deposits 30 years ago in order to 


729 





assure itself ore reserves important to 
the continued operation of the com- 
pany. 

Developing a new product, for 
example, often takes 10 to 15 years 
from the initial planning stage to 
finished product. Constructing a new 
plant certainly involves long-term 
planning, since the useful life of the 
plant may easily extend to 20 or 30 
years. Advertising is often more ef- 
fective when continued over a long 
span of time. Even building an ef- 
fective dealer organization is likely 
to take five or ten years. On such 
problems, managers are constantly 
making long-range decisions. 

A company’s plans must be flexible 
enough to meet emergencies as they 
arise. In a dynamic economy there 
is always the possibility of sudden 
change. Along with a readiness to 
increase production, there must also 
be a readiness to change product lines. 


The current international situation re-_ 


quires a constant readiness to switch 
from civilian to defense production, 
and back again. Many companies are 
now producing both “guns and but- 
ter”; others must be ready to change 
to defense production in the event 
of an emergency. 


One of the firm’s best resources 
for growth and stability in a changing 
world is an active product research 
department. Many companies have in- 
vested heavily in research to promote 
steady growth in their sales and 
profits. In a dynamic economy, with 
growing population, changing age 
distribution, increasing per capita in- 
come, end rising standards of living, 
there will be constant change and 
improvement in products. Survival 
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and growth will depend on the ability 
of the individual company to develop 
new and improved products and serv- 
ices. 

In seeking methods of expanding 
and stabilizing operations, measures 
to increase productivity should be 
among the first considered. Increas- 
ing productivity depends, first of all, 
on the competence and skill of man- 
agement. It depends on efficiency of 
capital plant and equipment, and on 
good plant layout and flow of work. 
Increasing and stabilizing sales is 
important also, because it enables a 
company to utilize capacity. Produc- 
tion planning and control are essen- 
tial to productivity, inasmuch as they 
contribute to the best and cheapest 
method of production. 

One of the best methods of obtain- 
ing company stability in a dynamic 
economy is through continuous ex- 
pansion of the business. Growth com- 
panies are seldom beset by problems 
of unemployment, idle capacity, and 
unprofitability. Planning for stability, 
therefore, should place much em- 
phasis on* the marketing function. 
Specifically, the sales management of 
a company has two important con- 
tributions to make: (1) to increase 
the volume of sales, and (2) to pro- 
vide reasonable stability in the level 
of sales. 


In addition to raising the level of 
sales, management must be concerned 
with reducing fluctuations in sales to 
a minimum. A factory using mass 
production methods cannot operate 
efficiently with marked fluctuations 
in volume. Heavy capitalization, high 
breakeven points, loss of skilled work- 
ers—these are some of the factors 
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that make such fluctuations costly. 

Although a dynamic economy cre- 
ates uncertainty and risk for enter- 
prises, it also creates opportunity. 
Growth in population, increasing per 
capita income, new ways of living, 
and new technology provide oppor- 


tunities for aggressive firms to ex- 
pand. Wise managers will seize these 
opportunities to achieve both growth 
and stability for their enterprises. 
sHenry C. Thole and Charles 


C. Gibbons. ApvANCED MaAn- 
AGEMENT, June, 1956, p. 25:5. 


““Motivation Research”: 
A Thriving Little Industry 


THERE was a time when U.S. busi- 
ness men took it for granted they 
knew what the consumer wanted 
and what would make him buy. 
The consumer would buy any good 
product he really needed and could 
afford, and he could be persuaded 
by skillful advertising to buy a great 
many other items he didn’t actually 
need but that satisfied well-known 
human cravings. But recently a lot of 
business men, and advertising men, 
too, have begun to think otherwise. 
Specifically, they are convinced that 
the consumer’s apparent reasons for 
buying (or not buying) are seldom 
his “real” reasons, and that the 
consumer himself (Cor herself) sel- 
dom knows those “real” reasons. 

This increasingly fashionable con- 
cept of the consumer is neither an 
advertising man’s brain child nor 
the discovery of a market researcher. 
A part of it is straight out of Freud, 
some of it draws on the social sciences, 
and it is out of these materials that 
a few shrewd men have fashioned 
“motivation research.” 
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If motivation research is just a 
fad, it is a very potent one, because 
once its claims are accepted as true 
insights into one category of con- 
sumer purchases, it is very difficult 
to say that any market is beyond its 
reach. In practice, M.R. has probably 
been most influential in markets 
where the consumer has a choice of 
products that are nearly the same in 
quality, performance, and price— 
e.g., soap, gasoline, cigarettes, food 
products, and beverages. But M.R. 
has also been used by public utilities, 
charitable organizations, and medical 
associations, and its practitioners are 
not prepared to admit that there is 
any product or service unaffected —y 
the consumer’s “hidden” motives. At 
any rate, of the $260 billion spent 
on consumer products last year, a 
full half probably went to industries 
in which one or more major manu- 
facturers had tried M.R. 

Motivation research practitioners 
themselves are by no means agreed 
on what their art is or just what it 
can and cannot do. Definitions 
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abound. The technique has been 
described as a “simple process by 
which the deep likes and dislikes of 
consumers can be determined.” But 
the process is far from simple. 
M.R. brings to bear on the con- 
sumer’s personality not only all the 
subtle interpretations and assump- 
tions of dynamic psychology; it also 
has subjected that personality to the 
complex analysis .of the social 
sciences, notably 
pology, sociology, “socio-psychology,” 
and “group dynamics.” 

There are three main schools of 
M.R. practitioners. One school, of 
which Dr. Ernest Dichter is the 
most prominent exponent, relies 
heavily on psychoanalytical interpre- 
tation of what has been drawn from 
consumers by “depth interviews” and 
projective tests. 


A second school of M.R. experts 
includes psychologists and _ social 
scientists who place major reliance 
on the group behavior of consumers, 
and the impact of culture and en- 
vironment on their opinions and re- 
actions. 


The third and apparently the most 
thorough M.R. approach has been 
developed at the McCann-Erickson 
advertising agency under Dr. Herta 
Herzog, who believes in using sta- 
tistics to “quantify” M.R. findings. 
She uses M.R. techniques to explore 
the differences and _ discrepancies 
revealed by statistical market analy- 
sis. However, she is emphatic that 
“M.R. should never be substituted 
for conventional market research,” 
and that M.R. is most useful where 
products are not distinguishable in 
quality, performance, or price. 
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those of anthro- 


M.R.’s prime aim, however, is to 
develop brand loyalty among con- 
sumers. The U.S. consumer is today 
enjoying more and more “discretion- 
ary” spending power, as his rising 
income leaves him more money to 


. spend on luxuries, hobbies, and all 


kinds of products not strictly essen- 
tial to his well-being. As the con- 
sumer becomes better educated, his 
tastes and desires are changing, and, 
according to the advocates of M.R., 
his reasons for buying will continue 
to change right along with his stand- 
ard of living. M.R.’s promise is to 
uncover these psychological, eco- 
nomic, and sociological changes in 
the tastes, attitudes, and behavior of 
consumers so that the sales efforts 
of American business can more and 
more profitably meet the consumer's 
needs and desires. M.R., in short, 
rejects the old marketing concept of 
economic man and loudly proclaims 
the concept of psychological man. 


In any case, M.R. seems destined 
sooner or later to raise some disturb- 


ing questions. One of the most 
serious, which has scarcely been 
mentioned even by M.R.’s severest 
critics, is this: Will the use of such 
a technique reinforce consumer mo- 
tives and attitudes that advertisers 
might better leave alone? Fears about 
non-conformity, anxiety over security, 
narcissism, reluctance to face up to 
some of the disagreeable but neces- 
sary chores of life, excessive emula- 
tion of the Joneses—these and other 
signs of immaturity M.R. has un- 
questionably revealed. M.R. is un- 
doubtedly an invasion of the con- 
sumer’s privacy, but the real trouble 
with M.R. is not that it exposes such 
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weaknesses but that it often seems 
to recommend, openly or implicitly, 
that United States business should 
nourish these weaknesses and pander 
to them. 

In the final analysis, it rests with 
the good sense and ethical standards 


of business men and advertising men 
whether M.R. is to be a legitimate 
exploitation of healthy human 
desires. 

a Perrin Stryker. 


FortTUNE, June, 1956, 
p. 144:10. 


What Makes Your Customers Buy? 


WHAT APPEALS clinch sales? Robert F. Elder, vice president of Lever 
Brothers, lists these 10 appeals as the most powerful buying motives: 


1. Pride: the desire to maintain prestige, or emulate someone admired. 


2. Sex attraction: the ambition to appear desirable to a person of the 


opposite sex. 


3. Personal pleasure: the satisfaction of some personal desire, craving, 


or aspiration. 


4. Ambition: the drive for self-improvement and advancement. 


5. Personal affection: the display of generosity and hospitality to one’s 


family and friends. 


6. Self-preservation: desire to preserve and improve one’s health and 


safety. 


7. Desire to possess: the acquisition of material goods and services, 
both for security and the sheer satisfaction of owning them. 
8. Economy: the drive to seek out a bargain, the love of advantageous 


trading. 


9. Desire for efficiency: the desire to get things done more easily—a 


sort of constructive laziness. 


10. Fear: the instinct for avoiding undesirable consequences. 


Note to salesmen: Which of these appeals does your product or service 
make? Do you analyze each prospect to decide which is the strongest 


appeal for him? 


—The American Salesman, Vol. 1, No. 8. 
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AMA FINANCE CONFERENCE 


| 
AMA’s Fall Finance Conference will be held Wednesday | 
through Friday, October 31-November 2 inclusive, at the | 
_ Hotel Roosevelt, New York. | 








| 
| 
| 








Getting More Mileage from Management 


Business today is threatened with 
a serious and mounting shortage of 
management talent. Since it is al- 
ready virtually impossible to locate 
ready-made and competent managers 
frém outside a company, only one 
significant alternative is left—make 
better use of the management talent 
already within your organization. 

Insuring full effectiveness of the 
management team is a many-faceted 
job but essentially a simple one. It 
can be boiled down to six funda- 
mentals: 

1. To give all members of man- 
agement the fullest sense of partici- 
pation and belonging, the basic ob- 
jectives and policies of the enter- 
prise must be thoroughly understood 
and observed by all. 

Statements of company policy and 
objectives should originate with the 
chief executive officer of the com- 
pany and be disseminated through- 
out all levels of management. In- 
suring that these important state- 
ments are understood, not filed and 
forgotten, is largely a matter of con- 
stant reiteration in the company 
house organ, in general and special 
meetings, and in procedural manuals 
to which all levels of management 
make frequent reference in connec- 
tion with their normal supervisory 
duties. 

2. No management team will 
function successfully until it has a 
clear-cut written analysis of every 


‘key job, and a definition of its exact 
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responsibilities, its span of authority, 
and its relationship to other company 
functions. Individuals should, of 
course, participate in the develop- 
ment of their own position analyses. 
Otherwise, differences and misunder- 
standings may fester into a full-grown 
“frictional boil.” 

3. The components of the enter- 
prise must be organized into a 
smoothly articulated whole. In most 
companies today, executives are 
spreading themselves too thin and 
trying to supervise too many people. 
Here is one way to make a start 
toward correcting this situation: 

Beginning at the top, find out from 
each executive his idea of (1) what 
the company’s objectives are, (2) 
what his share of the over-all re- 
sponsibility and authority is, (3) 
what keeps him from doing better 
than he does, and (4) what’s wrong 
with the whole works that should be 
corrected. This will have the healthy 
effect of bringing into the open some 
sound criticisms of company opera- 
tions, exposing areas of overlapping 
operations, and—perhaps most im- 
portant—developing on the part of 
each executive a feeling of responsi- 
bility for measuring his own per- 
formance realistically. 

4. Ideas originating at the top 
must carry on down to the last link 
in the chain of command, unscathed 
by the journey. This is not easy. 
Where upward as well as downward 
communication is faulty, resulting 
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misunderstanding slows up the whole 
management process and is one 
reason why the jobs at the top are 
likely to be “killers.” There is no 
substitute for repeated, comprehen- 
sive written communication in any 
company, always supplemented by 
concurrent and subsequent expository 
group discussions. 

5. Tomorrow's executive must 
have the opportunity to share daily 
in the decision-making process— 
even though he starts on a low ad- 
ministrative level. His long-range 
chances for promotion should be 
pointed out to him, so that he can 
develop special skills in off-the-job 
study courses. His efforts in this di- 
rection provide a valuable measure of 
both initiative and ambition. Periodic 
appraisals of his development will 
help him to improve his performance 


and impress him with the knowledge 
that the boss is watching him and 
is interested in his progress—besides 
enabling management to check the 
results of its investment in executive 
development. 

6. At the upper management 
levels, non-monetary incentives and 
motivating devices are highly impor- 
tant. For example, each supervisor 
should not only have a clear under- 
standing of his responsibility, but 
he should be kept informed at regu- 
lar intervals of how well he is car- 
rying out his share of the over-all 
company program. He should be 
given all the information he needs 
to measure his own achievement and 
take pride in a job well done. 

= Walter J. Semlow. 
Iron AGE, Vol. 177, No. 22, 
p. 19:4. 


How American Capitalism Looks 
To the Rest of the World 


Tue AMERICAN business man who 
assumes that the European business 
man is his counterpart would be 
shocked to discover how differently 
the latter thinks about capitalism. 
To the educated European or Asian, 
capitalism represents mainly crises, 
instability, unemployment, war, and 
imperialism. There are, in fact, few 
people in Europe or in Asia who will 
stand for capitalism of the American 
variety—largely because they do not 
know what it is. 

Here are five of the outstanding 
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foreign misconceptions about Ameri- 
can capitalism, together with the ac- 
tual facts in each case: 

1. It isn’t the capitalistic system 
that is responsible for the welfare 
and prosperity of the American peo- 
ple, but the vast natural resources of 
the United States. 

The facts: Natural resources, in 
relation to the population, are no 
more abundant in the U.S. than they 
are in the Soviet Union, or in Western 
Europe and its vast dependencies. If 
natural resources were everything, 
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Switzerland would be one of the 
poorest countries in the world and the 
Soviet Union the most prosperous; 
there would be prosperity in Iraq and 
poverty in Norway. Prosperity is, 
above all, the result of the way in 
which efforts to use resources are or- 
ganized. The people who came to 
America were willing to take risks, to 
endure hardships, and to work hard. 
They displayed ingenuity and co- 
operation; they lived under laws 
which guarantee personal liberty and 
the peaceful enjoyment of the fruits 
of one’s labor. 


2. The American economic system 
is inefficient and wasteful. 


The facts: Concerning efficiency, 
one general fact stands out: In order 
to achieve a rate of economic expan- 
sion identical or superior to that of 
other countries, Americans invest 
much less than is needed for the same 
purpose in the other economies. In 
other words, capital is more efficiently 
managed in the U.S. than in the 
Soviet Union or in some of the major 
industrial countries of Western Eu- 
rope. Low production costs coupled 
with high wages are another sign of 
the efficiency of American industry. 

Concerning waste, one can make 
three comparisons: In the U.S. there 
is a ratio in manufacturing of one 
desk (or white-collar) worker to seven 
bench. workers; in the Soviet Union 
it is one to four. In terms of the pop- 
ulation, the agencies enforcing law 
and order in the United States em- 
ploy one-quarter the number of men 
employed in the Soviet Union. Again 
in terms of the population, the Ameri- 
can bureaucracy (federal and state) 
is smaller than those of the Soviet 
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Union and several major Western Eu- 
ropean countries. 

3. The economic system in the 
United States is unstable and the in- 
dividual insecure. 

The facts: Europeans and Asians, 
and even many Americans, have not 
forgotten the 1929 crisis, the Great 
Depression. Actually, it can be stated 
that unless there is a major change in 
government policies or a sudden wave 
of irresponsibility on the part of busi- 
ness or labor, there should not be 
another depression. The government, 
in President Eisenhower's words, has 
“a formidable arsenal of weapons at 
its disposal for maintaining economic 
stability.” Crises may be part of the 
laws of nature, but Americans have 
found that the laws of man—the in- 
telligent and responsible manipula- 
tion of a few key elements—often can 
correct the harmful effect of the laws 
of nature. 

The social security legislation 
passed during the past 20 years, the 
contracts between employers and em- 
ployees, the diffusion of property, and 
the accumulation of savings provide 
security to most categories of persons 
in the United States. There is no 
social security system on the other 
side of the Iron Curtain as generous 
as the American one. In a flexible 
economy, when unemployment oc- 
curs, unemployment insurance takes 
care of it. When a whole group is 
economically ill, it gets help. The best 
example today (but not the only one ) 
is agriculture, which is being subsi- 
dized by the rest of the American 
economy. There is competition in the 
American system; there is also soli- 


darity. 
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4. Because of the concentration ot 
wealth in the hands of a few families, 
the U.S. is a plutocracy and a monop- 
olistic capitalistic system, yet it at- 
tempts to give itself the appearance of 
a democratic nation. 

The facts: Large fortunes are fewer 
and smaller (in relation to the na- 
tional income) in the U.S. than they 
were 50 years ago. A process of equali- 
zation is taking place. Between 1904 
and 1954, relative incomes of five 
different groups, from workers to 
executives, show a sharply decreasing 
differential, the range between ex- 
tremes being reduced by half. Differ- 
ences between main socioeconomic 
groups are, in fact, now less in the 
United States than in any other coun- 
try in the world. For example, the 
ratio of the income of the farmer to 
the executive in Russia is approxi- 
mately 1 to 12; in the United States, 
the range between farmer and execu- 


tive is less than half that Cin terms 
of average family income). 

5. The American economy is un- 
planned. 

The facts: There is more planning 
going on in the United States than in 
any other country, including the 
Soviet Union. Financial and economic 
planning is one of the main preoccu- 
pations of government. Taxes, tariffs, 
national debt, credit policies, etc., are 
considered in view of their impact 
over the economy. Planning is one of 
the main functions of most corpora- 
tions, large and small. Individuals 
plan their economic activities more, 
probably, than they do in most other 
nations. The American economy is 
planned, but differently. It is not col- 
lective planning, but planning for 
freedom. 


= Massimo Salvadori. 
Service (Cities Service Co., 
60 Wall Street, New York 5, 
N. Y.), July, 1956, p. 2:4. 


How the Market Reacts to War News 


THE STOCK MARKET is traditionally sensitive to important national and 
international developments. But the claim that the market usually, if 
not always, enjoys a boom at the appearance of war news is largely a 
myth, according to a study recently made by The Exchange magazine. 
Here are the facts: Over a 21-year period, there were 58 days in which 
the market underwent changes of 2 per cent or more and on which the 
major news factor was war or war fears. On 51 of those 58 days the 
market declined. The seven advances were attributable to the belief or 
hope that this country would not get involved in a shooting war but 
that foreign demand would stimulate armament here. 

The millions of people who own stocks know that war cannot benefit 
anyone in the long run. It wastes resources and leads to crushing taxa- 
tion. And the people who own stocks are as sensitive as others to the 
f human tragedies of war. The stock market, like other elements in our 

private, capitalist economy, is healthiest and happiest in time of peace. 


—Alan Sturdy in Commerce 6/56 
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Government Gets the Lion’s Share 


EXAMINING the sales and taxes of 20 of the country’s major corporations, 
the New York Stock Exchange finds that these companies, in the decade 
1946-1955, paid 61 per cent more in federal income taxes than they 
paid in dividends to stockholders. 

The corporations covered in this study included such giants as 
Du Pont, Bethlehem Steel, Standard Oil of Indiana, American Telephone 
& Telegraph, and 16 others. These companies had sales or revenues 
of $295.6 billion during this decade, and paid federal income taxes of 
$18.6 billion, or 6.3 per cent of sales, while their dividends for the 
period came to $11.5 billion. 

Another interesting fact is that, in the five-year period from 1951 to 
1955, U.S. corporations paid in federal income taxes a sum equal to 75 
per cent of the total spent for new plant and equipment. This makes the 
expansion of business and the large expenditures for capital improvements 
in recent years all the more remarkable. 

And finally, federal income taxes collected from corporate business 
enterprise provided an average of more than 30 per cent of the total 
revenue of the Federal Government. 


—The Biddle Survey (Biddle Purchasing Co., New York), Vol. 24, No. 32. 




















“I realize that you've been here 23 years, Jennings, 
but there are no shortcuts to success.” 











—Reprinted by permission of Vanguard Press, Inc., 
from Louder and Funnier, by Burr Shafer. 
Copyright 1951 by Burr Shafer. 
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Recent Trends in Industrial 
Retirement Plans 


CHANGES MADE in the employee 
retirement plans of many companies 
during the three-year period 1953-55 
indicate definite trends in current 
practices regarding coverage, eligibility 
requirements, employee contributions, 
benefits, and other retirement plan 
provisions. A recent Bankers Trust 
Company survey of 239 industrial 
employers highlights these changes 
and the trends they indicate. 

Although bargaining units in 
previous years requested new plans 
and asked for modifications of exist- 
ing plans, the principle that pensions 
are subject to collective bargaining 
was not established until 1949. As 
a result of negotiations in 1949 and 
subsequent years, there has developed 
a “pattern” type of plan—i.e., a plan 
that has been adopted by certain of 
the international unions and _ nego- 
tiated, with only minor variations, 
with individual companies or groups 
of companies. Of the 239 plans 
covered by this study, 77 per cent 
are conventional (i.e., non-pattern) 
plans and 23 per cent are pattern 
plans. 

Employees Covered. The trend in 
recent years has been in the direction 
of covering all employees by pen- 
sion plans. Of the companies sur- 
veyed in the Bankers Trust Company 
1943-45 study, only 63 per cent 
had programs covering substantially 
all employees. In the 1950-52 study 
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and in the present one, the figure 
is about 90 per cent. 

Eligibility Requirements. Require- 
ments for eligibility are of two gen- 
eral types. One type marks the 
earliest date at which an employee 
may participate in the plan, and the 
other type marks the latest date on 
which he may be hired or the mini- 
mum credited service he must have 
in order to qualify for a benefit under 
the plan. 

In most pattern plans (63 of the 
70 in this study), the only eligibility 
requirement is that an employee must 
complete a minimum number of years 
of credited service Cusually 10-15) 
in order to qualify for a pension. 
There appears to be a trend toward 
reducing the years of service required. 

An increasingly large number of 
conventional plans have no eligibility 
requirements for membership. The 
use of an age requirement, particu- 
larly in conjunction with a service 
require vent, appears to be on the 
decline, and among the plans that 
do have an age requirement, the 
tendency is toward using a lower age. 

Normal Retirement Age. Age 65 
is the normal retirement age in all 
of the pattern plans of this study, 
but retirement is automatic at this 
age in only about 27 per cent of the 
plans. 

Age 65 continues to be the uni- 
versal normal retirement age for both 
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men and women in almost all the 
conventional plans in this study. 
Employment beyond the normal re- 
tirement age is subject to the com- 
pany’s discretion in a large majority 
of the conventional plans. 

Early Retirement. About 80 per 
cent of the pattern plans in this 
study provide early retirement bene- 
fits for employees who become totally 
and permanently disabled, provided 
the employee has fulfilled certain 
age and service requirements. In 
addition, 70 per cent of these plans 
permit regular early retirement, sub- 
ject to age and service requirements. 

Provisions for regular early retire- 
ment either at the employee's elec- 
tion or with the company’s consent 
are included in 92 per cent of the 
conventional plans of this study, 
but only 46 per cent of the conven- 
tional plans permit retirement in 
case of disability. 

Vesting. An 


employee has a 
“vested” right, as the term is com- 
monly used, if he can leave the 
service of his employer without for- 
feiting his accrued pension. In 1953, 
practically the only vesting found in 
pattern plans was provided under the 


early retirement provisions. As a 
result of recent pension negotiations, 
however, particularly in the automo- 
bile and related industries, 27 per 
cent now have special vesting pro- 
visions. In total, 41 per cent of the 
pattern plans of this study provide 
some form of vesting, either through 
a special provision or an early re- 
tirement provision, compared with 33 
per cent of the 1950-52 pattern 
plans. 

Vesting continues to be provided 
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by a large majority of the conven- 
tional plans. About 74 per cent of 
the conventional plans in this study 
provide some form of vesting, which 
is about the same percentage found 
in the 1950-52 study. 

Employee Contributions. One of 
the characteristics of pattern plans 
is that they neither require nor 
permit employees to contribute. All 
of the 70 pattern plans of this study 
are non-contributory. 

The trend in conventional plans 
toward the type of plan that is 
funded solely by employer contribu- 
tions is not as pronounced as is gen- 
erally believed. The 1948-50 study 
and the 1950-52 study showed that 
35 per cent of the conventional plans 
covered were non-contributory. In 
this study, the figure is 45 per cent. 

In most contributory plans, includ- 
ing the “final pay” plans, the em- 
ployees’ contribution rate continues to 
be between two and three times the 
future service benefit rate. 

Pension Benefits. The discussion of 
pension benefits is presented in three 
parts: normal pensions, minimum 
pensions, and maximum pensions. 

Normal pensions. The trend in 
pattern plans has been toward the 
use of a benefit formula providing 
a flat benefit for each year of credited 
service, independent of Social Secur- 
ity benefits. Thirty-four of the older 
pattern plans were renegotiated and 
liberalized in the period of this study. 

The benefits of employees covered 
by conventional plans are becoming 
more complicated and increasingly 
difficult to classify. In some plans, 
an employee’s pension may be com- 
puted under two or three different 
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formulas and may be subject to fur- 
ther adjustment because of a maxi- 
mum or minimum limitation. Further- 
more, in many programs, an employee 
may participate in both a basic plan 
and a supplemental plan, and his 
ultimate pension under the two plans 
may be subject to additional limita- 
tions. 


The benefit formulas may be classi- 
fied as to those which relate benefits 
to compensation in an _ employee’s 
final years of service and those which 
base benefits on compénsation during 
the entire period of an employee's 
service under the plan. “Final pay” 
plans have the advantage of relating 
benefits more closely to the standard 
and cost of living of an employee at 
the time of retirement, and the trend 
is toward the increase in use of such 
plans. Of the conventional plans in 
this study, 38 per cent provide bene- 
fits based in whole or in part on com- 
pensation in an employee’s final years 
of service, compared with 28 per cent 
of the 1950-52 plans. 

A more common way to meet the 
problems presented by changing eco- 
nomic conditions, and one which has 
the advantage of providing a more 
definite basis for determining costs, 
is to bring the accrued benefits of the 
plan up to date from time to time by 
relating them to current rates of 
compensation. 

Minimum pensions. All 70 pattern 
plans in this study provide a minimum 
pension. The 16 in which the benefits 
are based on compensation rates as 
well as years of service have specific 
minimum pension provisions, and the 
other 54 which provide flat benefits 
based only on years of service pro- 
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vide the equivalent of a minimum 
pension in their benefit formulas. 

Only 44 per cent of the conven- 
tional plans in this study have a 
minimum limitation, compared with 
63 per cent of the 1950-52 plans. 
Of those plans which have mini- 
mums, 62 per cent are independent 
of Social Security (not including 8 
per cent in which the offset for 
Social Security is frozen), compared 
with 34 per cent of the 1950-52 
plans. (These figures include only 
minimums which are expressed in 
dollars.) 

Maximum pensions. In the 77 per 
cent of the pattern plans providing 
flat benefits that may vary with years 
of service but not with compensation 
rates, the benefit formula automati- 
cally limits the pension to a modest 
amount. The other 23 per cent of 
the pattern plans provide benefits 
that vary with compensation rates 
and with years of service. 

In conventional plans, the trend 
in maximums continues to be in the 
direction of eliminating or liberaliz- 
ing the limitations. The percentage 
of new plans that have no maximum 
limitations on pensions has been in- 
creasing steadily, from 42 per cent 
in the 1948-50 study, to 63 per cent 
in the 1950-52 study, to 82 per 
cent in this study. The most marked 
change has been in the category of 
maximum dollar pensions. Of the 
1948-50 new plans, 42 per cent 
had such limitations, compared with 
21 per cent of the 1950-52 new 
plans, and only 8 per cent of the 
new plans in this study. 

Method of Funding. The pension 
trust continues to be the method used 
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in funding a large majority (approxi- 
mately 71 per cent) of the pattern 
plans in this study. These plans 
cover about 90 per cent of the em- 
ployees included ia the pattern plans 
of this study. Sixty-six per cent of 
the conventional plans covered by 


this study are funded through a 
pension trust, compared with 51 per 
cent of the 1950-52 plans and 46 
per cent of the 1948-50 plans. 


aA Srupy or INDUSTRIAL 
RETIREMENT Pans (Bankers 
Trust Company, New York, N. Y.) 


Decentralized Forms Control: 
One Company’s Planning 


THE CLASSIC APPROACH to forms 
control has always been one of cen- 
tralization. It has been believed that 
the degree of control depends upon 
the degree of centralization; and the 
greater the centralization, the more 
successful the program will be. 

But this approach has led to con- 
siderable head-shaking lately. Not 
because it is unsound—for in theory 
it is excellent—but because the trend 
in modern management itself is to- 
ward decentralization. Control, then, 
has unhappy connotations; it is not a 
word that fits harmoniously into de- 
centralized operations. 

How, then, does such a program 
based so completely on centralization 
fit into the operations of a decen- 
tralized company? That is the prob- 
lem facing many large corporations 
today. 

At Olin Mathieson Chemical Corp., 
we believe we have found the 
answer: a program that is decentral- 
ized in operation, yet retains effec- 
tive control. 

Olin Mathieson is a greatly diver- 
sified corporation, making widely 
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varied items in plants all over the 
world. Thus, in addition to decen- 
tralization, it presents another facet 
of modern management—diversifica- 
tion. 

Obviously, it is foolish to attempt 
to design production forms that can 
be used as standards throughout a 
company making such a wide variety 
of products. However, there are 
many other types of forms that can 
be combined, forms of a more gen- 
eral nature, such as personnel and 
accounting forms, requisitions, etc. 

To R. B. Lewis, vice president and 
controller of the company, the solu- 
tion was readily apparent. Why not 
control the particular forms at the 
individual locations, and the general 
forms at one central point? Thus, 
control points were established in 
several areas throughout the com- 
pany.» Each control point became a 
forms control unit, servicing a num- 
ber of plants within its own sphere 
of production. One unit handles the 
chemical plants; another, the phar- 
maceuticals and toiletries; a _ third, 
the arms and ammunition, and so on. 
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Each unit maintains, at a central 
location, a complete forms file— 
numerical, for working purposes, and 
functional, for attempted consolida- 
tions within that area. These units, 
which are completely autonomous in 
operation, function as part of the local 
forms control and procedures depart- 
ments, directly under the divisional 
controllers. 

At tte corporation’s headquarters 
in New York, there is a corporate 
forms control and procedures depart- 
ment. Here policy is defined and pro- 
grams established for the local units. 
This is the nerve center of the com- 
pany’s forms control program. When 
local units are established, the forms 
people come to New York for a com- 
prehensive two-week training course 
in forms control. This course covers 
the design and control of forms, the 
study of paper and printing processes, 
and the operational problems peculiar 
to each location. 

In New York, master forms files 
are maintained, containing 14,000 
different forms used throughout 
the corporation, classified function- 
ally and cross-indexed to numerical 
files containing several copies of each 
form. The using locations and an- 
nual usage volume at each point are 
posted on the folders. 

At the local unit, the forms con- 
trol department functions as part of 
its own division. This obviates any 
“dictated” program emanating from a 
distant headquarters. It is an in- 
tegral part of the local operation; yet, 
it functions as part of the corporate 
entity equally well. Whenever a form 
which is considered for printing ap- 
pears applicable elsewhere in the 


SEPTEMBER, 1956 


corporation, it is promptly ser‘ to 
New York for action. There, the cor- 
porate unit checks its functional file 
and if a consolidation is possible, it 
begins working on it immediately. 

The problem of gaining acceptance 
for “corporate” forms is then passed 
back to the local units, where the 
necessary approvals are sought, for it 
is easier to sell consolidations when 
approached on a local level. The 
procurement and distribution of cor- 
porate forms is then turned over to 
the general purchasing department 
for handling. 

The success of a program of this 
sort depends greatly on the training 
of the local units. When this is han- 
dled properly, there develops a simi- 
larity in thinking throughout the 
forms units. This, in turn, results in 
standardized forms, an interchange of 
ideas with other units, and complete 
cooperation among the corporate de- 
partments. 

The men selected for this training 
must be flexible enough to perform 
the difficult task of working under 
dual supervision. At an administra- 
tive level, they report directly to the 
divisional controllers. They are an 
essential part of their staffs, perform- 
ing work for these particular seg- 
ments of the corporation. On a func- 
tional level, they are part of the over- 
all corporate forms program, and are 
responsible to the corporate depart- 
ment in New York. It is a question 
of “serving two masters,” and if car- 
ried out in the right manner, can 
greatly enhance the success of the 
entire program. 

Finally, periodic progress reports 
are sent to headquarters. These list 
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the number of forms redesigned or 
eliminated through consolidations, 
and the dollar savings achieved in 
forms cost. A consolidated report is 
then prepared by the corporate unit 
for top management, and is circu- 
lated to all points. This serves the 


dual purpose of keeping everyone in- 
formed of the progress of the pro- 
gram, while at the same time stimu- 
lating friendly rivalry among the 


local units. = Ray Marien. 


THe OFFICE, 
Vol. 43, No. 4, p. 78:4. 


What Price Research? 


INDUSTRIAL RESEARCH is growing. More than 70 per cent of all industrial 
firms have their own research organizations; and three-fourths of these 
firms employ fewer than 500 persons. From 1940 to 1953, research man- 
power doubled. In the same period, expenditures for industrial research 
quadrupled. 

Statistics show that most companies spend about 55 per cent of their 
research dollar on present products, 40 per cent on new product develop- 
ment, and about 5 per cent for research not definitely assigned to a 
product or project. 

How much should research cost? The answer is different for each 
company. But there is a wealth of information to serve as a guide. 
Results of several surveys reveal these facts: 

Whet you spend for research depends largely on what business you are 
in, and to a lesser extent on the size of your company. — 

If you are in one of the highly technical fields (instruments, aircraft, 
drugs, chemicals, machinery), you'll be paying not less than 2 per cent 
of net sales for research just to keep pace with the average company. 

Big companies spend between 5 per cent and 6 per cent of their net 
sales on research. Smaller companies, with a professional staff of 50 or 
fewer, spend more than 1.5 per cent. 

Industry has been spending about $15,000 per year on supporting the 
average professional research employee. The average company invests 
$800 to $1,000 in capital improvements for each of its professional 
researchers. 

—C. B. Wigton in Management Methods 6/56 


AMA RESEARCH AND DEVELOPMENT 
CONFERENCE 


A Special Conference on Organizing Research and Engi- 
neering for Profit will be held by the Association Thursday and 


Friday, October 18 and 19, at the Hotel Statler, New York. 
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Lost Chords on the House Organ 


WELL OvER 10,000 employee publi- 
cations are now being sped on their 
way with management's blessing— 
and with the hope, however fuzzy, 
that they will enhance the em- 
ployee’s understanding and enlarge 
his view. This mountain of paper is 
often cited as a monument to manage- 
ment faith in publications. It re- 
putedly symbolizes management's 
awareness that U.S. business cannot 
remain voiceless when even the Tues- 
day Afternoon Chaucer Society has its 
information secretary. 

But today, though management's 
ardor for better communications may 
be at crescendo, its house organs 
speak with marvelous softness. The 
reason is simple: Management is sat- 
isfied. It is content with what it is 
getting. Seldom does a paper get the 
kind of probing analysis that asks, 
“What is our purpose? What are we 
trying to do with this publication?” 

Yet management can get more for 
its publication dollar if it will use the 
paper to tackle more than “morale” 
subjects: to inform employees about 
the business; to interpret social and 
economic problems that are important 
to company and employee; to do some 
hard selling on competitive enterprise 
and the benefits it has brought to the 
employee. To do this, management 
must devote the time and obtain the 
editorial talent required to handle 
these subjects interestingly and _per- 
suasively. 

Here are some concrete examples 
of house organ stories that have pro- 
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duced tangible results in solving plant 
and operational problems that are the 
manager’s prime concern day in and 
day out. 

1. Cost reduction: In a 1,300-man 
cellophane-manufacturing plant a 
study indicated that power consump- 
tion could be substantially reduced. 
Management used the employee publi- 
cation to describe to employees the 
cost of power per man, the estimated 
savings possible, and specific ways by 
which employees could conserve 
steam, heat, water, electricity, and 
brine. Employees were encouraged to 
submit suggestions. 

Results: The number of sugges- 
tions received was double the number 
for the same quarter in the preceding 
year. Many were power conservation 
suggestions; a number specifically 
mentioned the stories in the plant 
paper. Management, lauding the role 
of the paper in stimulating interest in 
the campaign, estimates power sav- 
ings for the year at $100,000. 

2. Rumor prevention: In a 3,000- 
man chemicals plant, when steps were 
taken to modernize a routine process, 
many rumors began to circulate to the 
effect that “this conversion might cost 
a lot of us our jobs—it may call for 
less men.” Meeting speculation head 
on, the management and its editor 
prepared a factual report on just what 
the conversion was to accomplish, 
how long it would take to complete, 
and what effect it would have on per- 
sonnel. 
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Results: Supervision reported that 
rumors and speculation abated rapid- 
ly after the facts were made available 
in the plant paper. 

3. Community relations: At a 
2,500-employee textile plant in a 
small southern town, a process change 
utilizing a new raw material was in- 
stituted and sharply reduced stream 
pollution. Using its plant paper, man- 
agement described its efforts to cut 
pollution and pointed out that river 
waste had been cut 75 per cent in 
five years. 

Results: Supervision reported wide- 
spread interest and favorable com- 
ment by employees. In addition, the 
story was picked up and run by local 
newspapers which applauded “what 
an industry can do when it wants 
to be a good neighbor.” 

4. Selling industrial relations plans: 
Faced with a constant problem of 
keeping employee participation in the 
group insurance and _ hospitalization 
plans up to the required levels, par- 
ticularly in a new 2,000-man south- 
ern plant where the average operator 
was in his early twenties, management 
launched a concentrated education 
and orientation program on the insur- 
ance plans through the plant paper. 

Results: Required levels of em- 
ployee participation in the plans were 
reached and maintained without dif- 
ficulty as “a concrete result” of the 
paper’s stories. 

5. Conservation of supplies: In a 
2,000-man textile plant, a series of 
articles was run to draw attention to 


waste of operating supplies and ap- 
pealing for employee cooperation. 
Results: Six months later, these 


results were published: safety glasses, 


actual savings, $2,000; textile scissors, 
$400; flashlights, $450; paper towels, 
$500; automatic pencils, $164. 

6. Keen business competition: A 
3,500-man chemicals plant was en- 
tering a vigorously competitive era on 
the market. To dramatize the : situa- 
tion for employees and to enlist their 
cooperation, management worked with 
its editor on a story which: (1) point- 
ed out that competition was becoming 
stiffer, and (2) presented a complete 
picture of what the situation would 
demand of each company employee. 

Results: The story was enthusiasti- 
cally received; employees expressed 
appreciation of the fact that they got 
“the whole story.” Supervision re- 
ported a large number of queries and 
suggestions for improved operating 
efficiency. 

Once management discovers at first 
hand the ability of its publications 
to “get through” to employees on plant 
and production problems, it is a short 
step to the next objective: cashing in 
on the employee publication’s poten- 
tial for building understanding and 
support of the economic principles 
vital to the health of industry. In that 
area lies not only the employee pub- 
lication’s greatest weakness, but its 
greatest opportunity as well. 

a William C. Halley. 


Pusiic RELATIONS JOURNAL, 
June, 1956, p. 13:4. 





THE FEDERAL GOVERNMENT spends $4 billion a year on paperwork, 
according to the Hoover Commission—more than $100 per average family 


in the U.S. 
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Who Owns Industrial America? 


IN THE PROCESS of building a $400 
billion economy, what has emerged 
in the U.S. is a new economic system 
in which millions of men and women 
share the ownership of America’s vast 
industrial resources. New York Stock 
Exchange president Keith Funston 
recently presented a full-scale progress 
report on the new economic order that 
might be called “everybody's capital- 
ism.” Funston’s 1956 “Census of 
Shareowners,” the first head count of 
the nation’s stockholders since 1952, 
showed that in four years the number 
of stockholders had jumped by a 
thumping 33 per cent. The new total: 
8,630,000. Among them, these fortu- 
nate people have an interest in some 
4,600 companies worth an estimated 
$350 billion. 

The investor sketched in Funston’s 
new report adds up to something far 
different from the bloated capitalist 
with the $2 cigar who is the Soviet 
caricaturist’s favorite target: 

Two-thirds of the adult Americans 
owning stock earn less than $7,500 a 
year, and half of them are in house- 
holds with incomes between $3,000 
and $7,500. Almost a million share- 
owners are in the under-$3,000 in- 
come bracket, a 50 per cent increase 
for this group since 1952. 

Stockholders are getting younger. 
The average age is 48, as opposed to 
51 in the 1952 census. And the 
median age for the 2,140,000 names 
added to the brokerage rosters in the 
past four years is only 35. 

For the first time, the ladies are 


SEPTEMBER, 1956 


solidly in the majority—51.6 per cent 
of the total—and housewives (34 per 
cent) are the biggest single group of 
investors. Men, however, still carry 
the bigger portfolios. 

The market is moving into the 
grass roots. The average owner today 
lives in a town of about 25,000, and 
the greatest rise in owners since 
1952—125 per cent—was clocked in 
communities of from 2,500 to 25,000. 
New York’s share of stock transactions 
is steadily decreasing. 

One in 12 adults now owns some 
stock (four years ago it was one in 
16). The greatest concentrations are 
in New York (1,699,000 stockhold- 
ers), California (1,011,000), and 
Illinois (732,000). 

The optimism these figures reflect 
comes in part from basic economic 
factors and the bright profit outlook. 
In part it comes from the seemingly 
insatiable institutional demand for 
stocks. But there is something else, 
as well: No one can deny that the 
healthiest condition for a capitalist 
economy to reach is for more and* 
more people to share in its fruits by 
becoming capitalists themselves. 

A whole complex of reasons stands 
behind the vast and swift growth of 
the shareholder roster. One, of course, 
is the bull market itself. Paradoxically, 
the postwar economic bogeyman, in- 
flation, rates an assist in the creation 
of the new capitalism. The individ- 
ual’s desire to hedge against inflation 
has produced many new accounts. 

A raft of other factors have done 
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their bit. The high-powered educa- 
tion programs of the stock exchanges 
and brokers have spread the word that 
stocks can spell security. The tax law 
allowing $50 deductions from divi- 
dend earnings probably encouraged 
more. The investment clubs—in 
which small holders pool their money 
for trading—have burgeoned. The 
Stock Exchange’s Monthly Investment 
Plans, in 24% years, have grown to 
more than 72,500. The mutual funds, 
which let a small investor own a piece 
of many blue-chip issues, have gone 
from $1 billion in 1940 to $12 bil- 
lion this year. 

Industry itself has tapped what evi- 
dently was a ready and eager market 
—its own payrolls. Seventy-five firms 
listed on the New York Stock Ex- 
change alone have started employee 
stock-purchase plans since 1947. 

The United Auto Workers, bulk of 
the Ford and GM rosters, vetoed a 
chance to get in on such stock plans. 
But union members generally seem 
to like them. AT&T has 250,000 
employee-stockholders. More than 
50,000 of General Electric’s 385,000 
stockholders are employees, and 
65,000 more are becoming owners 
_ through GE’s savings and stock bonus 
plan. Socony Mobil, which started its 
savings plan five years ago, now has 
88 per cent of a 43,000-man payroll 
putting up to 5 per cent of their pay 
checks into the plan ($69 million 
so far). 

The 1956 stockholder is a far dif- 
ferent man from his 1929 counter- 
part. By and large, the brokers find, 
he knows more—or at least wants to 
know more—about the workings of 
the market. The wild fever for a fast 
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buck seems to have cooled. “The in- 
vestors’ thinking,” says one broker, 
“has been the most sound and con- 
servative that I’ve ever seen in a life- 
time of selling stocks.” 

Despite the Herculean education 
efforts of the financial community, 
the primeval get-rich-quick urge has 
not entirely died out. However, the 
vastly different climate created since 
the Securities and Exchange Commis- 
sion began operating in 1934 makes 
gullibility far less dangerous. 

The stockholder population this 
agency serves is growing fast, and it 
can’t grow fast enough for industry. 
General Electric president Ralph Cor- 
diner estimates that U.S. business will 
need from $400 to $500 billion in 
the next 10 years to replace and ex- 
pand its plant and equipment. And 
Cordiner’s boss, GE chairman Philip 
Reed, told the Investment Bankers 
Association last fall: “If we are to find 
the private funds required for capital 
expansion there must, down the years, 
be 40 to 50 million stockholders in 
this country.” 

Exchange president Keith Funston 
thinks that everybody's capitalism will 
answer Reed's call. “The spread of 
corporate ownership among additional 
millions of people willing to under- 
take the risks of stock investments— 
in return for the rewards,” says the 
head of the stock exchange, “is not 
only a measure of the country’s eco- 
nomic vitality. It is an indication 
that the goals of the future, which 
will require enormous quantities of 
risk capital, can be achieved.” 

sJohn A. Conway. 


NewsweEEK, July 30, 1956, 
p. 67:4. 
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The Growing Business Population 


THERE WERE 4.25 million business concerns in operation in the United 
States at the beginning of 1956—an increase of more than 60,000 over 
the previous year. This was the greatest increase that has taken place 
in any year since 1948, 

The 1955 growth-rate of operating businesses was slightly in excess 
of the long-term growth trend. The increase in the number of operating 
concerns in 1955 reflected both a rise in the number of new firms started 
and a decrease in the number of business discontinuances. Enterprises 
increased in all major industry divisions except manufacturing, which 
continued to dip slightly. 

During 1955, some 374,000 new firms were established, about 
311,000 businesses discontinued operations, and 321,000 going concerns 
were acquired by new owners. Fewer firms discontinued business last 
year than in either 1954 or 1953; with the exception of these two years, 
however, discontinuances were more numerous last year than in any other 
since 1943. 

The number of businesses established in 1955 was 12 per cent higher 
than in 1954 and 10 per cent higher than in 1953, although the number 
of discontinuances was well below the figures for these years. This was 
the pattern in each of the major industries except services, where both 
new and discontinued businesses increased in number in 1955. The in- 
crease of 10 per cent in the number of new service firms, however, was 
much greater than the 1.5 per c2nt increase in discontinued firms. 

—Survey of Current Business (U.S. Department 
of Commerce, Washington 25, D. C.) 6/56 


Short Cut to Developing Foreign Markets 


IF YOU'RE CONSIDERING the development of foreign markets, don’t over- 
look the use of established foreign dealers as a starting point, advises 
K. P. Martin, sales vice president of the National Automatic Tool Co., Inc. 

It’s comparatively easy to break into foreign markets this way, he 
reports. You can keep overseas personnel at a minimum, and it takes 
only a small staff in the home office to coordinate the program. Further- 
more, you can avoid most of the red tape and paperwork involved in 
arranging licenses, dollar exchanges, and credit, since this is all handled 
by the dealer or customer with his own government. 

Your selection of dealers is obviously crucial. A good starting point 
is to obtain directories of dealers in each country. Here are the points 
to check: What's the dealer’s reputation? What products does he handle, 
and can he handle yours adequately? What customers does he contact? 
Is he familiar with his country’s import licensing and dollar exchange 
procedures? Does he have good government contacts to facilitate his 
work? 

—Steel 6/18/56 
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Adding an Hour to Your Working Day 


NOTHING IS MORE VALUABLE to any 
executive than time. Business men 
who get the most done in the least 
time have conscientiously sought out 
minute-savers that add up to extra 
time for thinking out answers to 
problems and planning ahead—their 
real function. 

Getting there more easily. One of 
the greatest time-savers is to arrange 
to live as near as possible to your 
work, or to work as closely as possible 
to where you live. If you have a 
choice, seek a place where your trans- 
portation to work will be by public 
conveyance. Make certain it’s the most 
direct and uninterrupted route. Driv- 
ing your own car or joining a car pool 
is usually the last choice. Either you 
labor to get to work, or you become 
dependent on somebody else’s sched- 
ule and driving worries. 

Using travel time for something 
more than looking through the paper 
is one valuable extra-minute gainer. 
A train ride in from the suburbs can 
be used to jot down ideas and do origi- 
nal work. 

Simplifying your work. Why do it 
the hard way? The simpler way is 
usually easier, better, and takes far 
less time. Follow the experts’ pro- 
cedure and check these pointers: 

First, pick your routine actions. 
Break down the way you do things 
into movements, actions, and delays, 
including such things as: getting 
ready (collecting all the tools, equip- 
ment, information, papers, and so 
forth, that you need); doing (going 
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through the motions you make to 
accomplish whatever it is you're do- 
ing); cleaning up (putting away 
all the equipment or getting things 
organized for the next assignment). 
Then ask these six questions about 
each step: 

1. Can you eliminate the entire 
operation? Or part of it? 

2. Does the accomplishment of this 
step really contribute something? 
Any step that doesn’t is waste. 

3. Where should it be done? 

4. When should it be done? Could 
you do some of the things you're do- 
ing at different hours? Or group them 
together to get them done more 
quickly? 

5. Who should do it? Perhaps more 
of your responsibilities could be del- 
egated. 

6. What's the best way to do it? 

Now, talk to others in your own 
firm and work out the new method. 
Basically, you'll find it consists of five 
steps: (1) eliminating any unneces- 
sary details; (2) combining two or 
more jobs wherever practical; (3) 
rearranging the order of your task 
systematically for better sequence; (4) 
simplifying all details; and (5) plan- 
ning put-away to save time on make- 
ready of next job. 

After you’ve developed a new meth- 
od for a repetitive task, begin using 
it at once. See if practice is as good 
as theory. It may take you a while 
to establish, but you'll soon become 
accustomed to your new work method. 

Working at your best hours. Your 
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“normal” body temperature actually 
varies as much as three degrees dur- 
ing the day, even when you're per- 
fectly well. The variations coincide 
with the rise and fall in your working 
efficiency, mental alertness, and feel- 
ing of well-being. Though not all of 
us respond alike, we are likely to fall 
into one of these three types: 

The morning type wakes up full 
of drive, reaches his peak around 
noon, then cools off gradually. The 
evening type hates to get up, and goes 
through the morning listless, lethargic, 
even surly. But soon after noon, he 
begins glowing, and by late afternoon, 
he’s just as much a fireball as Type 1 
was in the morning. The half-and-half 
type has the virtues of both the others. 
His personal thermostat gets him off 
to an early start, cools him down at 
midday, and fires him up again for 
the afternoon. 

You can vary your pattern of tem- 
perature and work by a few weeks’ 
deliberate effort. To raise your body 
heat in the morning, take a long, hot 
shower or bath, or up to a half-hour 


of calisthenics. Once achieved, the 
temperature stays high, changing your 
day’s whole cycle. 

Try yourself on these questions: 

1. Are you using your best hours 
doing many secondary tasks which 
you might handle just as easily later? 

2. Do you do a lot of desk work or 
other straightening up when this rou- 
tine could be done later or at day's 
end so as to start you off with a zip? 

3. Do you insist on handling rou- 
tine correspondence to “get it out of 
the way” and leave your mind free for 
bigger things? You might do better by 
hitting those bigger things first and 
tackling letters and minor items last. 

These few devices can give you a 
good start toward becoming minute- 
conscious—seeking deliberately to 
save time and energy and find extra 
time to do all the many things you 
want to do but up to now haven't 
“had time for.” 


sRay Josephs. How To GaIn 
AN Extra Hour Every Day. 
E. P. Dutton and Co., Inc., New 
York, 1955. 192 pages. $2.95. 


White-Collar Unionization: A Big Push Coming 


ORGANIZERS are now more actively 
trying to interest office workers in 
joining unions. It’s an indication that 
the much-heralded AFL-CIO drive to 
unionize white-collar workers—cleri- 
cal, professional, and sales people— 
finally may be getting under way. 
The hardest organizing efforts 
probably will be made toward typists, 
file clerks, bookkeepers, production 
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clerks, etc., since they make up the 
largest group of white-collar workers. 
The AFL-CIO sees a potential 8 mil- 
lion union members in offices alone. 
At the same time, unions with juris- 
diction over professional, technical, 
and sales employees probably will 
push smaller organizing campaigns 
of their own. 

There is a strong belief in some 
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quarters that white-collar unionism is 
definitely on the way. Howard 
Coughlin, president of the Office 
Employees International Union, flat- 
ly states: “Office people want and are 
ready for unions. Now, it’s just a 
matter of time.” 

Coughlin and others who see the 
white-collar appetite for unions grow- 
ing. attribute it primarily to econom- 
ics. On the average, clerical workers 
today earn less than skilled craftsmen 
and foremen, but slightly more than 
semi-skilled and unskilled manual 
workers. Bureau of Census figures 
place the median weekly salary of 
clerical employees at about $72 dur- 
ing a 52-week work year. For the 
same period, the bureau estimates 
craftsmen and foremen earn almost 
$82, while workers with less skill get 
slightly more than $64. Latest U.S. 
Department of Labor figures show 
the average weekly wage for all man- 
ufacturing employees is $78.36. 


But these figures are averages, and 
tend to blur conditions in specific 
industries. Large corporations in in- 
dustries such as rubber, steel, and 
automobiles, where a sizable number 
of white-collarites belong to produc- 
tion unions, give identical increases 
to office and factory workers. And 
other large companies with non-union 
offices make a practice of applying 
factory wage hikes to the office. But 
in such industries as insurance and 
banking. where white-collar workers 
make up most of the workforce, 
wages haven’t kept pace. 

What impact the reversal of the 
traditional office-factory differential 
will have depends to a great extent 
on what value office workers attach 
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“social 
wage.” Most experts agree that a big 


to intangible prestige: the 


reason clerical employees shunned 
unions in the past, even worked for 
lower wages than union factory work- 
ers, was their belief that a white 
collar was more socially acceptable 
than a blue one; that an office man 
stood higher in his neighbors’ esteem 
than a “shop man.” The aspiration 
to executive status has a higher inci- 
dence among office employees. To 
some of them, joining a union may 
be a tacit admission, at least to them- 
selves, that dreams of moving into 
management were illusory. 

Today, there are more white-collar 
workers to organize than ever before; 
there are more than 19 million sala- 
ried white-collar workers in the total 
workforce of 65 million persons. 
About 9 million of these white-collar 
workers are clerical employees. Prob- 
ably more important is the fact that 
estimates of present unionization 
among these white-collarites range 
from 6 per cent to 17 per cent, in 
contrast with manufacturing occu- 
pations, where about 55 per cent of 
the workers belong to unions. 

Office union leaders also feel that 
the vast change in office work will 
aid their cause. Automation, cost 
analyses in offices, and assembly-line 
methods for paperwork have brought 
working conditions in the office and 
plant closer together. Office auto- 
mation sometimes lowers the level of 
skill required, replaces the need for 
long years of experience and special- 
ized training. This reduction in skill 
levels accounts, in part, for the de- 
cline in the average of office pay. 


But students of white-collar union- 
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ism who see few indications of siz- 
able union inroads into offices say 
other factors run against such a 
trend. Women, not usually quick to 
join unions, make up a high percent- 
age of office workers. They now out- 
number men in clerical jobs almost 
two to one. Many of them are “non- 
career,” short-term employees—in a 
way station en route to marriage. Of- 
fice workers, moreover, usually have 
little close working association with 
unions, and are sometimes suspicious 
of them. 

Those who doubt that white-collar 
unionizing has much chance of suc- 
cess have the weight of history on 
their side. The OEIU, the only AFL- 
CIO union comprised wholly of office 
workers, currently numbers about 
50,000 members; yet there are al- 
most 250,000 white-collarites in 
production unions. The UAW, for 
example, claims 80,000, and _ the 
Steelworkers list around 60,000. 


One thing does seem fairly cer- 
tain: The main ground for new 
office organizing thrusts will be the 
front offices of manufacturing con- 
cerns. Here, small unions like OEIU 
may face tough competition from 
giant factory unions. 

A formal AFL-CIO policy for 
handling any jurisdictional disputes 
that may arise hasn't evolved yet. 
Until it does, conflicting unions will 
have to work out their own organiz- 
ing jurisdictions. Since the UAW, the 
United Rubber Workers, and others 
have asserted jurisdiction over office 
workers in the past, it’s unlikely 
they'll now step aside in favor of 
OEIU. 

Should this unlikely realignment 
take place, the OEIU could increase 
its size by 500 per cent without re- 
cruiting a single office worker. 

= Bustness WEEK, 


No. 1393, 
p. 169:3. 





SAFETY SUGGESTIONS often get bypassed because the hazard may have 
been corrected by the time the employee’s idea makes the rounds of the 
committees. But Calco Chemical Co. (Bound Brook, N.J.) has licked the 
problem. Whenever an employee has a suggestion to improve safety, he 
must have the suggestion form signed by the foreman. This gives the 
foreman a chance to correct the hazard, but does not prevent the em- 


ployee getting an award. 


—Lawrence Stessin in Mill & Factory 6/56 





| New York. . 


AMA SPECIAL MANUFACTURING CONFERENCE 
An AMA Special Manufacturing Conference, “Line-Staff 
Relationship in Production,” will be held Wednesday through 
Friday, October 24-26 inclusive, at the Hotel Roosevelt, 








SEPTEMBER, 1956 


753 











Executives of the World, Arise! 


IN ITALY, top executives usually stand at attention before company di- 
rectors and owners, address them formally with honorific titles, almost 
never accompany them for a round of golf or drinks or lunch. Perhaps 
as a direct result, Italian executives organized a postwar trade union of 
their own. Through it they have threatened a nationwide strike, won a 
collective-bargaining contract, and obtained increasing recognition from 
government, public, and employers. 

Their collective gains are largely due to Giusippe Togni, who organized 
executives first in Italy and now operates throughout Europe. In 1944, 
Togni—himself an executive—assembled 500 executives in Rome and 
founded C.I.D.A. (Confederazione Italiana Dirigenti di Azienda), which 
now has branches in all of Italy’s 92 provinces and claims as members 
more than 90 per cent of Italy’s 200,000 executives. 

C.1.D.A.’s greatest achievement was the basic contract, won in 1948, 
which sets a low minimum floor on executive salaries of between 
$200 and $250 per month. This benefits only very minor officials, since 
middle-bracket executive salaries in Italy run around $650 per month, 
and upper-bracket salaries run up to $3,250. 

What pleases all executives, however, are the fringe benefits that Togni 
has now made universal. Like Italian labor, Italian executives get a 
month’s pay as a Christmas bonus. They also receive medical insurance, 
death benefits, and various other emoluments. When fired after two 
years’ service, they get six months’ notice or pay, plus 15 days extra for 
every added year. 

Togni has already founded an international organization, which in- 
cludes executives from France, Germany, Holland, England, and even 
Yugoslavia. His next goal: to organize the unorganized executives of 
the U.S., who from his point of view have nothing to lose but their 
chains. 





—Fortune 7/56 


Seven Sins of Management 


WHAT MAKés executives fail? Here are some of the reasons discovered 
by Dr. Frederick J. Gaudet, of Stevens Institute of Technology, in a 
survey of nearly 200 companies. The seven most common pitfalls are: 

Inability to delegate responsibility. 

Lack of general knowledge. 

Inability to analyze and evaluate. 

Inability to judge people. 

Inability to cooperate. 

Inability to make decisions. 

Lack of knowledge of personnel organization and administration. 


—Changing Times, The Kiplinger Magazine, Vol. 10, No. 5 
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Finding New Customers at 
International Trade Fairs 


LEss THAN TWO YEARS AGO, the U.S. 
Government discovered to its dismay 
that the Soviets were reaching mil- 
lions of people in neutral and pro- 
Western areas through elaborate par- 
ticipation in the great fairs that ‘are 
traditional events there. With Con- 
gressional approval, the President 
called on the Department of Com- 
‘merce to establish an Office of Inter- 
national Trade Fairs. Under its super- 
vision, official U.S. exhibits were ar- 
ranged in 33 fairs between August, 
1954, and May, 1956. Equally ex- 
tensive plans are contemplated for the 
coming year. 

In all, there are three types of 
government activity in the trade fair 
field that can be useful to a U.S. 
company. In many instances, there is 
the possibility of participating in the 
official display itself. Secondly, there 
are the steps that have been taken 
to facilitate participation on an inde- 
pendent basis. Finally, there is the 
work of the trade missions. 

Official U.S. exhibits are planned 
around a central theme selected by 
diplomatic experts as best suited for 
a particular occasion. Trade associa- 
tions and individual companies are 
asked to contribute equipment needed 
to carry out the display. There are 
no advertising or promotional oppor- 
tunities for companies participating, 
but participation has many advan- 
tages. At some recent fairs, complete 
lists of participating companies have 
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been distributed by the management 
of the U.S. display. Moreover, the 
trademark or distinctive features of a 
particular product will be apparent to 
visitors, and many companies feel 
they benefit from identification with 
the official display. Also, the cost of 
participation is limited, since the gov- 
ernment pays shipping costs from 
dockside and takes care of arranging 
and managing the exhibit. 

More than 1,500 companies have 
been approached or have voluntarily 
come forward to provide equipment 
for the official displays. In Paris re- 
cently, more than 200 firms provided 
equipment for display on “do-it-your- 
self,” which was the official U.S. 
project for the Foire de Paris. 

In its selection of fairs for official 
displays, the government is interested 
in the “most mileage” for its propa- 
ganda dollar, so it concentrates on the 
big consumer-oriented fairs that at- 
tract millions of visitors. Such fairs 
represent one of the most effective 
institutional advertising opportunities 
outside the U.S. But, in addition, 
scores of more specialized fairs that 
are of great commercial importance 
must necessarily be bypassed so far 
as official displays are concerned. 

Recent Commerce Department sur- 
veys show that more than 170 trade 
fairs were held in 40 countries in 
1955, attracting nearly 30 million 
persons. Some 35 were the inter- 
national fair type, displaying a wide 
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range of domestic and foreign mer- 
chandise. 

In industrial nations such as 
France, Germany, and Italy, as many 
as five or ten fairs were held annually. 
Milan’s fair in 1955, for example, 
attracted 12,738 exhibitors, including 
3,756 foreign firms. It covered over 
4,300,000 square feet, including 
2,139,000 square feet of exhibits, and 
attracted 4 million visitors, including 
90,000 buyers from 112 countries. 

To provide expert, impartial infor- 
mation here, the Office of Inter- 
national Trade Fairs has just pub- 
lished a whole series of bulletins 
giving a country-by-country rundown, 
including full information about the 
vital statistics of each fair, entry dates, 
costs, facilities, etc. Known as Part 5 
of the World Trade Information 
Series, these bulletins are available 
for 20 cents each from Commerce 
Department field offices, or from the 
Superintendent of Documents, Wash- 
ington 25, D.C. 

Today, the Office of International 
Trade Fairs is preparing to assist in 
increasing the effectiveness of private 
U.S. displays. Government representa- 
tives in various countries will often 
help individual companies iron out 
the many technicalities involved in 
planning and arranging a display. 

The trade mission program, linked 
directly to the government’s partici- 
pation in trade fairs, benefits U.S. 
companies whether or not they are 


participating in the fair. Composed 
of three or four distinguished U.S. 
business men, each team spends six 
to eight weeks abroad. Its chief as- 
signment is to man an information 
desk at the U.S. display at the trade 
fair and to answer questions raised by 
visiting foreign buyers. In addition, 
however, these missions have been 
arriving abroad well in advance of 
the fairs, touring principal cities, and 
meeting with thousands of business 
men who want to know how they can 
reach sources or outlets in the 
United States. 

Some 27 of these trade missions 
have been abroad and have talked 
with an estimated 11,000 foreign 
business men in more than 160 cities. 
Another 9,000 were individually in- 
terviewed at the fairs, and there were 
general inquiries from a total of 
65,000 “business contacts.” The mis- 
sions do not arrange any direct con- 
tacts, of course. In most instances they 
explain how to go about making U.S. 
contacts. 

An integral part of their operation 
is an extensive library of trade and 
business directories, business publica- 
tions, marketing reports, etc., which 
are used to indicate the sources of 
information that foreign business men 
can consult in order to fit into U.S. 
marketing patterns. 

wu Stanley E. Cohen. 


INDUSTRIAL MARKETING, 
July, 1956, p. 46:3. 





ECONOMISTS estimate that if consumers refrained from buying the items 
they could do without, 40 per cent of total production would remain on 


the shelves unsold. 


—The Biddle Survey (Biddle Purchasing Company, New York) 7/17/56 
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Developing Your Company’s 
Executive Resources 


SOME MANAGEMENTS seem to be so 
busy developing programs that they 
are making. limited progress in de- 
veloping executives. A company that 
is well run produces good executives 
naturally, just as a healthy family 
atmosphere produces good children 
naturally. That type of development 
takes place without any special effort; 
special effort just increases the rate 
of growth. 

Clear and sound organization struc- 
ture is important in creating an atmos- 
phere that stimulates executive growth. 
Executives develop best when they 
know what they are doing and where 
they can go. With a soundly developed 
and clearly defined plan of organiza- 
tion, which describes each position by 
listing its major duties and spelling 
out the authority of the individual 
who holds it and his relationships 
with other executives, ambitious un- 
derstudies know the nature of the 
job ahead and can better equip 
themselves to handle it. 

Fact-founded decision making is 
another important factor. Decisions 
based on hunch, emotion, inapplicable 
experience, and inadequate facts re- 
tard executive growth. The capable 
man finds himself irritated and frus- 
trated in such an atmosphere. Com- 
pany-wide determination to get the 
pertinent facts will place emphasis on 
what is right, not who is right. De- 
cisions made in such an atmosphere 
will be better decisions, and execu- 
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tives who grow up in such an atmos- 
phere will be better executives. 

One of the best ways to kill the 
enthusiasm of subordinates is to take 
unreasonably long periods to reach 
decisions and give answers. An even 
more effective way to reduce enthusi- 
asm is to reach no decision at all— 
to leave the subordinate permanently 
“up in the air.” 

Delegation is as essential to the ex- 
ecutive process as air to the breathing 
process. Experience shows that execu- 
tives develop fastest when they have 
real problems to solve and important 
decisions to make. Among the execu- 
tive actions that prevent or impede 
delegation are too much “control” by 
the superior, too many instructions, 
and too much follow-up. 

Companies with good executive de- 
velopment records set high standards 
for executive performance and re- 
quire adherence to them. These 
standards include such items as get- 
ting all the pertinent facts; getting 
things done promptly; showing a high 
degree of initiative; exercising de- 
cisiveness in decision making; and 
meeting deadlines. 

Given the healthy climate just de- 
scribed, a number of specific steps 
can make important contributions to 
the development of present and future 
management. Probably the most im- 
portant single factor is an adequate 
supply of management material. Any 
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company with a real desire to pro- 
vide for future management and to 
strengthen present management can 
make a sound and sure start by setting 
up the facilities for recruiting and 
selecting a larger number of execu- 
tive candidates than will apparently 
be needed. To take this step success- 
fully requires special organization—it 
can’t just be left for part-time atten- 
tion by otherwise busy executives. 

Positively administered personnel 
policies will speed the development of 
executives in a business of any size. 
In conjunction with promotion from 
within, for example, companies with 
records of outstanding success in de- 
veloping executives usually have a 
definite policy that no one can ad- 
vance until he has an understudy 
qualified to replace him. 

Obviously, a better job of develop- 
ing future management can be done 
if there is a continuing analysis of 


positions that must be filled as retire-_ 


ments and promotions occur. An in- 
ventory of available candidates for 
these positions should be matched 
against the opening to occur. 

Written records of performance 
evaluations can be used as an aid in 
selecting men for advancement, rather 
than depending on chance “visibility” 
of candidates when a position opens 
up. 

Managements that have used job 
rotation effectively reap dividends 


from the courage of their decision to 
put a man with the basic personal 
qualifications into an important posi- 
tion for which he does not have ade- 
quate experience. This technique has 
produced excellent results where it 
has been consistently and wisely used. 
If a man does mot measure up after a 
reasonable period, it is unfair to the 
business, to other executives, and to 
the man himself not to move him to 
some other position or ask him to find 
a job outside the company. It is un- 
kind and even cruel to let a capable 
man grow old in a position for which 
he is not suited. 

In a proper atmosphere, this real, 
live, working experience will, in itself, 
develop the capacities of any individ- 
ual who has the potential to develop. 
If he is also given on-the-job coaching 
and training by his immediate su- 
perior, his speed of development will 
be greatly accelerated. 

Another useful technique is the 
training of deputies. Present manage- 
ment is strengthened because the dep- 
uty is always available in the absence 
of the superior; future management is 
strengthened by the training that the 
deputy receives through participation 
in decisions and through feeling the 
full weight of responsibility when 
performing the job of his superior. 

a From an address by Marvin Bower 


before the Industrial Economics Con- 
ference, Los Angeles, Calif. 





CREATURES OF HABIT: A new nationwide survey by Batten, Barton, 
Durstine and Osborn, Inc., reveals that 86 per cent of American women 
do their food shopping mainly in one particular store. An overwhelming 
proportion (91 per cent) of these loyal shoppers prefer self-service stores. 
—Thomas Kenney in Dun’s Review and Modern Industry, Vol. 67, No. 5 
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An Industry-Wide Group Insurance Plan 


THE TRUCKING INDUSTRY has put a new twist on executive life insurance 
programs. Through their national group—American Trucking Associa- 
tions, Inc.—truckers have set up an industry-wide, instead of company- 
wide, program. 

In a nationwide program, small companies can obtain life insurance 
coverage not otherwise available because of their small number of execu- 
tives and consequent high participating costs. The average trucking com- 
pany has only five to ten eligible employees, but ATA estimates that there 
are some 2,500 of these companies. 

Under the program, all members of ATA are eligible to participate. 
All executives and employees earning at least $10,000 a year can be 
insured up to $40,000, according to their salary. The companies pay the 
whole bill, but all eligible persons within a company must be covered. 
The company cost is tax deductible—it can be written off as a business 
expense. 

Rates are based on 1,000 participants, with a total coverage of at 
least $16 million. Rates for $1,000 coverage range from 42 cents a 
month for a 25-year-old employee to $2.59 for a person 60 years old. 
Coverage itself ranges from $12,000 for employees earning $10,000- 
$12,000 a year to $40,000 for those making $30,000 or more. After a 
person reaches 65 years of age, the amount of coverage is cut in half; a 
$40,000 policy, for example, drops to $20,000. On retirement, employees 
covered under this program can convert the group insurance to regular 
policies. 


—Business Week, No. 1390 





RAINPROOF HOLIDAYS: This year, for the first time, one insurance com- 
pany is offering insurance covering 100 popular resort areas throughout 
the nation. If your trip is spoiled by “excessive rainfall,” you get paid. 
Coverage is sold in amounts up to $300 per week, for 14, 21, or 28 
days, at a charge of 5 per cent. But to get a 100 per cent payoff, it 
has to rain 10 days out of 14; for five days’ rain, you collect just 
10 per cent. 

— Management Digest 7/56 





| AMA INSURANCE CONFERENCE 


| AMA’s Fall Insurance Conference will be held Wednesday 
_ through Friday, November 14-16 inclusive, at the Palmer 


| House, Chicago. 
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Making the Right Start in an Electronic 
Data-Processing Program 


As THE novelty and the initial con- 
fusion about electronic and integrated 
data processing have worn off, two 
important facts have become appar- 
ent. First, the effective use of the 
new tools for integration and elec- 
tronic data processing depends on 
carefully conceived plans. Second, 
the system requirements must deter- 
mine the hardware specifications. 

Recognition of these two facts has 
led to much clearer thinking in the 
appraisal of electronics. A step-by- 
step program is now considered a 
necessity, and the selection of the 
equipment is now made at about the 
midpoint of the program. 

The first step in developing a 
data-processing program is to make 
a feasibility study. In deciding 
whether the new tools and methods 
for data processing appear practical 
in your operations, consider these 
aspects of the problem: clerical 
costs, space limitations, customer re- 
action to lower standards of service, 
action taken by competitors, probable 
effect on your methods and operating 
personnel, and the equipment avail- 
able from manufacturers. The feasi- 
bility study, usually taking one to 
two months, is made to determine 
whether it is desirable to adopt in- 
tegrated or electronic data processing 
—and, if so, in what operations. 

Installation of a data-processing 
system is warranted if the feasibility 
study clearly indicates: (1) that an 
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area or several areas exist in the op- 
eration in which volume of transac- 
tions, nature of reporting, time 
schedules, or customer service re- 
quirements are such that the capacity 
and speed inherent in electronic 
data-processing systems can be prop- 
erly utilized, (2) that when applied, 
the new electronic data-processing 
system will be economically advan- 
tageous, and (3) that the new system 
will meet all the requirements of the 
business operation without compro- 
mising any information or service 
performed by the present system. 
Bear in nind that an objective 
approach is vital to the development 
of the most successful system. The 
committee or team conducting this 
program should be made up largely 
of able operating and methods em- 
ployees within the company. The 
team should, of course, be armed 
with as much current information as 
possible on all available hardware 
and systems, and when necessary 
should seek answers to particular 
problems from equipment suppliers. 
The second step in developing a 
program is to review the present op- 
eration. After the decision has been 
made to go ahead with the study 
and the area of application is se- 
lected, every aspect of the present 
system must be weighed. Since sys- 
tem specifications will begin to be 
developed during this step, no detail 
must be overlooked. It may, in fact. 
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take two to six months to analyze the 
present operation. 

When a thorough appraisal of the 
present operation is completed, a de- 
tailed summary of the objectives to 
be accomplished by a new system can 
be prepared. This summary of objec- 
tives is the basis for the development 
of the program. 


In almost any operation, a careful 
examination of the procedures will 
uncover costly waste motion, unneces- 
sary steps, and crossed flow lines. 
Simple corrective measures applied to 
these existing procedures may them- 
selves repay the cost of the study. 

Development of new data flow lines 
and hardware specifications, the first 
really creative step in the planning 
program, can now be_ undertaken. 

Here are the bases on which the 
new data flow lines will be estab- 
lished: the objectives to be met, the 
source media (bills, orders, time 
cards, checks, etc.), the existing 
organization, the volume of transac- 
tions to be handled, and the cal- 
culating requirements. 

In many cases, the direct flow of 
data from its first entry into the sys- 
tem to the data-processing point and 
from the data-processing point to the 
final consumer will eliminate the need 
for intermediate processing units or 
departments. The new flow charts are 
devised to separate the data from the 
media at the earliest possible point, 
and to capture this data in such a 
manner that it is reusable, accessible 
and accurate. 

When the study has reached this 
point, the system specifications can 
be translated into hardware specifica- 
tions. The review of the system may 
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reveal that the arithmetic require- 
ments are so simple that a quite in- 
expensive computer can readily handle 
the job. On the other hand, the needs 
of the proposed system may call for 
vast amounts of data to be stored in 
accessible memory, or for high-volume 
input for file maintenance, or for 
high-speed output from the memory 
system. Whatever the needs, the 
team can examine the building blocks 
and select those which will best do 
the job. This third step usually aver- 
ages from two to four months. 

After the equipment has been se- 
lected and ordered, the fourth step, 
preparation for installation, can be 
undertaken. Depending upon the 
equipment ordered, the waiting peri- 
od for delivery is generally from six 
to 24 months. So much has to be 
done in this period that a 12- to 15- 
month schedule will seem hardly long 
enough. 

Here are the preparations to be 
made: converting the data flow charts 
into detailed operating instructions, 
writing complete procedure manuals, 
preparing new organization charts, se- 
lecting key personnel, and instituting 
training programs and giving complete 
instruction at least to every employee 
down to the first level of supervision. 
Further, arrangements must be made 
for providing space and preparing it 
for installation, selecting and training 
personnel for the cut-over period, de- 
veloping and applying new codes, de- 
signing and ordering new forms, and 
planning a publicity or education pro- 
gram for customers. 

The fifth step in planning a pro- 
gram concerns testing the system and 
equipment. When the equipment has 
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been assembled by the manufacturer, 
every procedure contemplated in the 
final installation should be tested on 
the manufacturer’s premises by the 
people who will be responsible four its 
operation after delivery. Having the 
test made in this way is important for 
two reasons. First, this method of pro- 
cedure allows for a certain amount of 
debugging of both the equipment and 
the procedures. Second, the procedure 
completes the training of the operating 
personnel. This part of the program 
will consume one or two months for 
most companies. 

The sixth step in the program is 
the installation and parallel run. After 
the testing program has been com- 
pleted, members of the installation 
team make final preparations for the 
delivery of the equipment. They pre- 
pare final instructions for operating 
personnel. They correct any flaws in 
procedure uncovered by the initial 
test. In addition, members of the 
team review the portion of the work 
previously selected and set up to be 
used during the parallel run—the 
final trial. The parallel run is insti- 
tuted as soon as the manufacturer 
completes the installation. During this 
run, when the same work is being 
done two ways, every detail of the 
results is checked and the final de- 
bugging is accomplished. The total 
operation requires about one to three 
months. 

When the operating people, man- 
agement, and the manufacturer are 
satisfied that the system has been 


checked out, the seventh and final 
step can begin: the conversion of op- 
erations to the new system. 

The actual conversion from pres- 
ent methods to the new system must 
be carefully planned. During this cut- 
over period, usually of two months or 
less duration, two systems and two 
organizations are operating. For this 
reason, careful planning to shorten 
the cut-over period is essential. A new 
set of problems must be met as the 
cut-over progresses, not the least of 
which will be the disposition of dis- 
placed personnel. 

A complete plan embraces a time 
span of approximately two years. This 
span breaks down roughly as follows: 


Step Time Required 
1. Feasibility study .. 1 to 2 months 
2. Reviewing present 
operations ....... 2 to 6 months 
3. Development of 
new data flow lines; 
hardware 
specifications ..... 2 to 4 months 
4. Preparation for pre- 
installation ......12 to 15 months 
5. Testing system and 
equipment ....... 1 to 2 months 
6. Installation and 
parallel run ...... 1 to 3 months 
7. Cut-over ........ 0 to 2 months 
TOTAL ESTIMATED 
TIME. cess 19 to 34 months 


Obviously, a program which will 
involve considerable capital and time 
expenditure is worthy of effective and 
careful planning. 

= Harold A. Campbell. 


Orrice Executive, Vol. 31, No. 5, 
p. 26:3. 





THE AVERAGE cost of preparing a report for the government is more 
than 1 cent per word in industry today, according to a recent estimate 
by the Hoover Conimission’s Paperwork Management Task Force. 
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Some Recent Techniques in College Recruiting 


KEENER COMPETITION for college graduates has forced companies to 
extend and intensify their college recruiting efforts, according to a recent 
National Industrial Conference Board study of recruitment practices in 
240 manufacturing and non-manufacturing companies. 

Among the major changes which have taken place since 1948, when 
the Board conducted a similar study, the most prominent have been: 

These companies are building close ties with more schools on a system- 
atic, year-round basis, instead of visiting a few nearby colleges one or 
two months in the spring. 

They are defining their objectives and organizing their practices. 

They are preparing descriptive booklets to sell themselves to seniors. 

Their recruiters are specialists who visit colleges on a regular basis 
to interview students, screen them, and make recommendations. 

They have developed summer employment and work-study programs 
for students. 

Salaries offered by them have been sharply increased. 

Many of them have expanded and strengthened training programs 
for recruits. 

The typical company visits 41 colleges and universities, and contacts 
12 more by telephone, the Board also reported. The Big Ten, the Ivy 
League schools, and engineering colleges are the most popular recruiting 
grounds, but respondents report a growing interest in the small liberal 
arts colleges. 

The results of these programs: In 1955, 235 of these companies re- 
cruited a total of 19,000 students, an average of 80 per firm. About 
half this demand was for engineers; sales trainees comprised 20 per cent, 
and general business trainees accounted for 11 per cent, the survey 
found. 

—The Journal of Commerce, Vol. 248; No. 18, 647 





A RECORD income of $3,400 per capita, some $150 more than in 1954, 
was earned on the average by each male worker in the United States 
last year, according to the Census Bureau. The average income for 
women workers showed no gain, remaining at the same $1,100 level of 
the last three years. 

—Time 6/11/56 





AMA OFFICE MANAGEMENT CONFERENCE 


The AMA Office Management Conference will be held 
Monday through Wednesday, October 15-17 inclusive,-at the 
Sheraton-Astor Hotel, New York. 
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Reducing the Tax Bite on Executive Pay 


TEN YEARS AGO, plans for deferring 
executive pay were comparatively few. 
Today, it’s hard to find a large corpo- 
ration which doesn’t provide some 
form of deferred compensation for its 
executives. 

The company has no particular tax 
advantage or disadvantage, but it 
gains in other ways. The increased 
after-tax income attracts and holds 
good men during their best years. In- 
centive features of these plans are a 
stimulant to executives’ efforts. The 
shifting of executive command to 
younger men is eased. And the com- 
pany has more funds currently avail- 
able for working capital, expansion, 
and other needs. 

Taxwise, the so-called “tax-quali- 
fied” plans are the best for deferring 
pay, because there is no question 
about the deductibility of the pay- 
ments by the company, and no doubt 
about how and when the executive 
will be taxed. However, the “non- 
qualified” plans have the great prac- 
tical advantage that they can be 
applied in the case of specific indi- 
viduals without having to include 
other employees. 

An executive who is willing to defer 
receipt of pay to a future period gen- 
erally does so because of the possible 
tax savings. These benefits, which can 
be substantial, are based on two as- 
sumptions: (1) The deferred pay- 
ments will not be taxed as income 
until actually received; and (2) the 
deferred payments will be taxed at 
a lower rate than would apply if re- 
ceived currently. 
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There are generally two types of 
arrangements under which pay is 
deferred: (1) an individual contract 
or series of contracts with selected 
executives; and (2) a bonus or profit- 
sharing plan covering a broad group 
of key men. A company may adopt 
either method, or both, depending on 
its particular needs. Typical deferred 
compensation arrangements cover 


‘amount of deferred pay, conditions 


under which payments may be for- 
feited, and the payments to be made 
after the executive dies. 

Most deferred pay arrangements 
for key men immediately raise a cru- 
cial question—will the executive be 
able to postpone tax on the deferred 
payments until the year in which he 
receives them? Except for plans that 
involve the use of trust funds or 
annuities, in which the executive has 
an immediate beneficial interest, there 
is no clear-cut rule in the law, Treas- 
ury regulations, or court decisions. 
But there seems little doubt that the 
executive’s tax can be successfully 
deferred under a carefully constructed 
arrangement. 

The best way to protect a deferred 
pay plan is to anticipate the possible 
lines of Treasury attack. A taxpayer 
on the cash basis—as most executives 
are—ordinarily reports as income only 
those amounts that he actually re- 
ceives during the taxable year. But 
he may be held to have received in- 
come “constructively” in cases where 
income is credited to him, or is set 
apart for him without any substantial 
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restriction as to the time, manner, or 
condition of payment, and is available 
to him so that he can draw on it at 
any time. Where this is so, the in- 
come is taxed in the year it is set 
apart or credited, even though it isn’t 
actually received until a later year. It 
is usually a simple matter to draw 
up a contract or plan that will avoid 
the question of constructive receipt. 

Avoid delay in arranging for de- 
ferred payments. If a plan to defer 
payments is made after the executive 
has performed the services, it may 
run into trouble. The safest precedure 
is to make the arrangement before the 
services have been rendered. 

Another line of Treasury attack 
that must be anticipated is the pos- 
sible claim that the executive's right to 
deferred payments is an economic 
benefit that is taxable to him when it 
matures. So far, the courts, as well 
as the Treasury’s own rulings, have 
consistently indicated that a promise 
to pay money in the future is not an 
item of value that can be taxed to a 


cash-basis taxpayer before the pay- 
ments are received, whether or not 
the payments are subject to future 
contingencies. 

Consider these protective clauses: 

1. The executive must remain ac- 
tively employed for a specified period. 

2. The executive must not compete 
with the company after he leaves. 

3. The executive must render part- 
time advisory services. 

4. The executive’s outside income 
must not exceed a certain amount. 

5. The company’s earnings must 
not fall below a stated level. 

As a general precaution, the com- 
pany’s obligation to pay the deferred 
compensation should be no more than 
a simple contractual promise. I* the 
executive is given a bond, note, or 
other negotiable instrument, he may 
be taxed immediately on its fair mar- 


ket value. 
w= Tax SAVINGS THROUGH 


DEFERRED COMPENSATION 
(Research Institute of America, 
589 Fifth Avenue, New York 17, 

N. Y.). 


High Sales with Low Pressure 


Tue Art of spellbinding in sales is 
becoming obsolete, particularly in in- 
dustries where technological innova- 
tion has resulted in marked growth. 
The highly advanced technical and 
scientific products of our times have 
resulted in a new type of low-pres- 
sure salesmanship. 

Today we need salesmen who know 
their products completely and tech- 
nically. We need men who can in- 
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telligently talk performance, specifi- 
cations, technical data, and specific 
applications. It is important to re- 
member, too, we're not just selling 
products, we're selling performance. 
This is an important concept for the 
initial and continuous sale of any 
product. The consumer is buying your 
goods only to fill an over-all need. 
At Duro-Test Corp. we are con- 
vinced that it takes a good deal of 
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technical knowledge and background 
to explain our products satisfactorily 
to a customer. By “explain,” I mean 
describe their development, process of 
manufacture, their potential, their 
life expectancy, their performance and 
economies, as well as future develop- 
ments planned in the industry. And 
finally, we must analyze, completely 
and accurately, the requirements of 
each customer. 

Then, too, selling a product is not 
the end of the sales engineering 
job, but only the beginning. It takes 
a lot of service and technical con- 
sultation to keep customers on the 
books in any highly competitive job. 
We want salesmen who can not only 
cell an account but retain it. 

In addition, our salesmen find that, 
more and more, they are coming 
into contact with purchasing agents 
in large plants who are also graduate 
engineers. These men want to talk 
to engineers or competent technical 
people. They will not tolerate fast 
talk or exaggeration. They want to 
discuss engineering facts, and will 
respect a product only if it is repre- 
sented by capable people. 

Implicit in the idea of low-pressure 
salesmanship is the need for actual 
sales engineers: people scientifically 
trained in the product they sell, and 
fully versed in the psychology and 
techniques of modern selling and 
modern business. Engineer-salesmen 
might be a more fitting term to de- 
scribe these low-pressure salesmen 
who are as conversant with the ins 
and outs of the technical side of a 
product as the engineers who re- 
searched and manufactured it. 


However, this new trend in sales- 
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manship is in no way revolutionary. 
It might rather be termed evolution- 
ary; it reflects normal progress in 
American business and products to- 
day. The fading away of the high- 
pressure salesman is no more unusual 
than the gradual abandonment of 
hundreds of other outdated business 
practices no longer feasible in the 
light of present-day business methods 
and developments. 

Knowledge of a product is not the 
only information an engineer-salesman 
can supply the purchaser. He not 
only knows every conceivable use— 
and limitation—of a product, but he 
understands the engineering and per- 
formance of competing products. And 
most important today, more readily 
than anyone else, he can judge the 
effect competing industries and en- 
tirely new developments will have 
on the present market. A first-rate 
salesman’s understanding of compet- 
ing industries can do more to reassure 
a buyer about the present market, 
to help him plan for the future, 
and to sell him than a whole an- 
thology of salesmen’s stories. 

At the Duro-Test Corp., we have 
inaugurated a sales-engineering pro- 
gram for the technical training of 
our sales force which is simple, 
thorough, and effective. We conduct 
what amounts to a “college” in prod- 
uct engineering. Each year our sales 
representatives come periodically, in 
groups, to attend this course, which 
is designed to teach men to sell 
the right product for the job. 

Regular classes are conducted, and 
at these the chief engineer of each 
of our departments lectures on his 
specialty. 
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Each salesman is brought thor- 
oughly up to date on new and 
projected developments in the field, 
and. is given a textbook on lighting 
in general, and on our products in 


salesmen in the modern low-pressure 
sense. 

Our greatest progress has been in 
engineering development. And we 
find it makes sense for engineers to 


particular, that is as thorough in 
technical detail as an engineering 
manual, 

We also urge our representatives 
to become members of local engi- 
neering societies, to subscribe to pub- 
lications read by electrical engineers, 
to attend extension courses in engi- 
neering whenever possible. And they 
cooperate willingly, for it supplies 
them with greater technical knowl- 
edge and makes them more effective 


share this progress with the customer 
—to translate their own development 
into sales. It is important in demon- 
strating sales problems to engineers, 
and it helps engineering personnel 
attain the greater financial oppor- 
tunities at the sales end of the busi- 
ness world. 


a Walter H. Simson, (President, ‘ 
Duro-Test Corp.). Dun’s ReE- 
VIEW AND MopErRN INpDusTRY, 

Vol. 67, No. 5, p. 41:4. 


How Buying Power Is Distributed 


THE AMERICAN PUBLIC’S effective buying income exceeded $265 billion 
in 1955, and will undoubtedly top that this year. Assuming a subsistence 
level of $2,500 a year, more than 70 per cent of all spending units have 
incomes greater than this figure; more than 45 per cent earn over 
$4,000. A recent survey of purchasing power by Sales Management shows 
these findings: 

There are 16.2 million spending units, 29 per cent of the total, with 
incomes under $2,500. This group receives a total income of $23.4 bil- 
lion, or 8.8 per cent of over-all buying power. 

In the $2,500-$3,999 income bracket, there are 14.2 million spending 
units, 25 per cent of the total. The income of this group is $47.6 billion, 
or 17.9 per cent of total buying power. 

The middle-income group, with incomes $4,000-$6,999, is the largest, 
representing 17.1 million spending units, 30.9 per cent of the total. It 
accounts for $88.7 billion in income, or 33.4 per cent of the total. 

There are 5.1 million spending units with incomes $7,000-$9,999, 
and they comprise 9.2 per cent of all units. Their income of $41.9 bil- 
lion is 15.8 per cent of the total. 

In the top bracket, there are 2.8 million spending units with incomes 
of $10,000 and over, representing 5.1 per cent of the total. They receive 
$63.9 billion in income, or 24.1 per cent of the American public’s total 
purchasing power. 


—Sales Management 6/15/56 


SEPTEMBER, 1956 767 








Winning Employee Support for an 
Electronics Program 


Earvy in 1953, the Pacific Mutual 
Life Insurance Company established 
a comprehensive program to orient 
its employees on the subject of 
electronic data processing. Top man- 
agement told all employees why we 
were studying electronic processing, 
what we thought it might lead to, 
and how they would be affected. We 
promised that if the study justified 
acquiring a machine, each employee 
would have a chance to qualify for 
the upgraded jobs. Each employee 
was assured that even if his job were 
eliminated, he would be retained and 
relocated in suitable work, at no re- 
duction in salary. 

Educational material on electronics 
was a regular feature in our house 
organ. A series of lecture courses 
was made available for those in- 
terested. Over half of our staff 
voluntarily attended 10 hours of these 
lectures, mostly on their own time. 

When our large-scale computer 
was delivered last August, our staff 
were invited to be “sidewalk superin- 
tendents” at the unloading opera- 
tions. They watched the progress of 
the installing, assembling, and test- 
ing operations. After the system was 
begun, they were all taken on con- 
ducted tours of the entire electronic 
records operation. Their families 
were invited to “open houses” featur- 
ing the installation. This careful 
planning of a thorough program of 
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communications, early in the game, 
has paid dividends. 

Late this year, when we are fully 
“on the air” with electronic handling 
of our ordinary insurance operations, 
150 to 175 job stations will be 
eliminated. The personnel now at 
these job stations can be divided 
roughly into three main classes. The 
largest class contains relatively un- 
skilled junior personnel in clerical 
jobs of a repetitive nature—filing, 
sorting, and recording. The second 
class consists of more experienced 
personnel, many with years of 
seniority, in relatively routine jobs 
which require a little more knowledge 
of insurance. The third class is 
composed of more highly skilled 
people engaged in supervisory and 
senior staff work. 

Our most troublesome personnel 
relocations have been in the middle 
group, experienced people performing 
routine jobs not in the judgment 
area. These people are relatively in- 
flexible, and there are fewer job 
openings in comparable job levels for 
them. Because of this, our personnel 
department started immediately in 
June, 1954, to consider these em- 
ployees whenever one of the rela- 
tively rare openings of the type they 
might fit appeared in a non-affected 
department. There still remain about 
a dozen people to be reassigned. 

Before we can eliminate the 150 
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job stations, however, the company 
finds itself in the paradoxical situa- 
tion of having to expand the total 
workforce. The work which is being 
mechanized must be fully proven on 
the new basis before we discontinue 
the old methods. This means an 
appreciable build-up of personnel to 
do the necessary programming and 
data conversions, and a period of 
duplicated effort while parallel opera- 
tions under the old and new systems 
are being compared. 

The company’s hiring policies, 
therefore, have been concerned with 
the continuing need for employing 
additional competent people. How- 
ever, some two-thirds of our 30 
programmers, coders, and operators 
have come from within our own 
organization. 

The company’s salary administra- 
tion policy for electronics personnel 


has been designed to attract the 
superior individual, to pay him well, 
and advance his job status as rapidly 


as he demonstrates ability. In the 
clerical phases of data conversion 
work, the six people who were trans- 
ferred have been in their new work 
an average of nine months, and are 
now receiving an average of 22 per 
cent more salary. 


The training accomplished by the 
equipment manufacturers and the 
schools has not been adequate for 
our needs, which will probably double 
each year for the next four or five 
years. This suggests that any firm 
considering use of electronics would 
be wise to plan on training the bulk 
of its own staff. 

It is also wise to set salary ranges 
realistically, and review salary struc- 
ture frequently. For the fact that a 
firm has invested quite a bit here in 
training a man will not wed him to 
it indefinitely after he has proved his 
ability to do the work—especially 
when he finds himself a member of a 
rather small group of programmers 
“with experience,” and in great de- 
mand. 

When we drop parallel work, we 
plan to transfer most of our displaced 
personnel into new work, temporarily 
discontinuing any new hiring for jobs 
of the type they can fill. We expect 
that our transferred people will need 
an average of about three months 
on-the-job training in their new 
duties before they acquire average 
proficiency. 


aWesley S. Bagby. 
MANAGEMENT METHODS, 
Vol. 10, No. 2, p. 43:4. 





SCARCE RESOURCE: The nation faces a shortage of 457,000 engineers 
and scientists by 1965, according to a recent survey by the Manufactur- 
ing Chemists’ Association. At present, 884,000 scientists and engineers 
are employed in the U.S., of whom 713,000 are in industry. By 1965, 
the supply of scientists and engineers will increase to 1,223,000, but 
1,680,000 will be needed, leaving a shortage of 457,000, according to 


the Association. 


—lIndustrial Relations News (230 West 41 Street, 
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New York 36, N. Y.) 6/16/56 








Personnel Costs Today: 
Some Facts and Figures 


THE SALARY paid an employee is 
only one aspect of a company’s 
personnel overhead. Recent” figures 
on hiring and training costs, turn- 
over, capital investment per em- 
ployee, the guaranteed annual wage, 
the new minimum wage, and fringe 
benefits indicate that payroll alone 
cannot be taken as the full measure 
of personnel costs. 

1. Payroll. Considering payroll 
alone, personnel is running between 
35 per cent and 70 per cent of the 
operating budget in most companies. 
Since average weekly pay in factories 
is now near $80, and even beginning 
clerical jobs pay about $200 a month, 
it is not surprising that direct payroll 
for most companies totals over 50 
per cent of their operating budget. 
In the typical product, labor cost is 
running three times the material 
cost. 

2. Investment in new hire. The 
costs of the following activities must 
be prorated monthly or yearly against 
the company’s new employees: re- 
cruiting, selection, personnel records, 
induction, training, equipment tie-up, 
and supervision of the new employee 
until he reaches a productivity com- 
mensurate with his wage. The Uni- 
versity of Minnesota reports that ex- 
penditures for personnel and labor 
relations programs in 1955 averaged 
$71.47 per employee (as compared 
to $48.59 in 1952). 

At the rank-and-file levels (cleri- 
cals, production workers, sales clerks, 
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etc.), such investment in a new hire 
runs about $500. At the higher job 
levels, such as engineers, office tech- 
nical, salesmen, supervisors, and 
management trainees, it ranges be- 
tween $5,000 and $15,000. 

3. Turnover costs. The United 
States Bureau of Census reported 
that the average labor turnover for all 
U.S. businesses in 1950 was 2% 
per cent per month, or 30 per cent 
per year. The average worker had 
been with the same employer, or 
employed in the same locality at the 
same type of business, for only 3.4 
years. One-fifth of the 59 million 
civilians employed in 1951 had re- 
mained with the same company for 
10 years or more, having obtained 
their jobs before World War II; the 
large majority, however, had entered 
their jobs after the war. Sex and 
age influenced the duration of job 
holding. For men, the average time 
on the same job was 3.9 years; for 
women, 2.2. For workers aged 55 to 
64 years, the average was 8 years, 
as compared with an average of 3.2 
years for the group 35 to 44 years 
of age. Business and industry are 
thus paying a staggering annual cost 
for turnover. 

4. Capital investment per em- 
ployee. Capital investment required 
to provide jobs for employees is in- 
creasing, and ranges in various com- 
panies from $4,000 to as high as 
$90,000 per employee. The Ma- 
chinery and Allied Products Institute 
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estimates that assets of all non-finan- 
cial business in the U.S. total almost 
$700 billion. If agriculture is ex- 
cluded, we get an average investment 
per worker of $11,400. At the 
current rate of depreciation in in- 
dustrial plants, it costs $450 per 
worker annually just to maintain the 
jobs we now have. 

5. Guaranteed annual wage. In 
1955, we saw the beginning of the 
impact of the guaranteed annual 
wage, and the new federal minimum 
wage. In 1956 and 1957, the full 
import of these two factors will be 
felt—whether or not your company 
is unionized, or is in interstate com- 
merce. 

As examples of GAW-type cost, 
union welfare fund and pension pro- 
grams, now covering an estimated 75 
million persons, provide annual wel- 
fare fund contributions of over $6.8 
billion and pension fund reserves be- 
tween $20 billion and $25 billion. 
In the past 15 years, unemployment 
insurance taxes have cost 1% per 
cent of payrolls, and enabled workers 
to receive benefits equal to one-third 
of their regular wages. 

6. New minimum wage. By 
federal law, the new minimum wage 
is now $1 per hour. Business Week 
estimates that industry's labor costs 
will leap $560 million this year, in 


terms of the new minimum. A large 
utility company in the Rocky Moun- 
tain states estimates that the new 
minimum will add over $1 million to 
direct payroll costs. 

In addition, now that the minimum 
wage has gone up (thus changing 
the base rate on the job evaluation 
curve), there will be continuous 
pressure to increase rates all up the 
line. For the past eight years, rates 
on many higher-level jobs have been 
out of line; they will now receive 
more attention. 

7. Fringe benefits. Of all the 
types of indirect and hidden person- 
nel costs, fringe benefits are the 
most expensive. In 1955, fringe 
benefits were estimated at 43 cents 
per productive hour—a little over 19 
per cent of the actual payroll, or 
about $740 per employee each year 
(U.S. Chamber of Commerce study). 
For manufacturing firms, fringe pay- 
ments averaged $674 per employee; 
for non-manufacturing firms, $841. 
By contrast, fringe benefits in 1950 
were only 13 per cent of payroll. 
And the estimates for 1965 place 
fringe payments at 80 cents per 
productive hour. 


m= PERSONNEL Costs—TueE D1F- 
FERENCE BETWEEN PROFIT AND 
Loss? (Industrial Psychology, 
Inc., Tucson, Ariz.). 





Statler, New York. 





AMA PERSONNEL CONFERENCE 


The AMA Fall Personnel Conference will be held Monday 
through Wednesday, September 17-19 inclusive, at the Hotel 
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Why Do Workers Really Quit? 


MOST REASONS given by workers for leaving their jobs at the time of 
separation would indicate that the causes of high turnover originate out- 
side the company and are beyond its control, according to a recent study 
of one company in the aircraft industry employing more than 10,000 
workers. However, certain aspects of the ex-employees’ attitudes here tend 
to change after separation. Here are some of the findings in detail: 

The main reason given by employees at the time of separation was 
other employment; other reasons listed were leaving the state, returning 
to the farm, military service, poor health, and maternity. 

After separation, somewhat different reasons were emphasized: poor 
pay, bad supervision, slow advancement, and similar factors—indicating 
that company policies were more important in turnover than originally 
stated. About 40 per cent of the employees gave an innocuous excuse 
for leaving at the time of separation, and only tended to give a more 
truthful answer later, the study found. 

Separation brought noticeable changes in the attitudes of ex-employees 
toward the company. After a separation of two months, 26 per cent of 
the ex-employees questioned stated that the feature of the company they 
liked best was the agreeable social climate provided by congenial fellow 
workers. This opinion persisted and even tended to become stronger as 
27 per cent of the seven-month group and 30 per cent of the 11-month 
group agreed on this feature. 

The job itself was mentioned as the feature best liked by 24 per cent 
of the two-month group, and 37 per cent of the seven-month group and 
34 per cent of the 11-month group listed it. 

Convenient hours tended to lose their attractiveness as a favorable fea- 
ture with the passing of time. And working conditions were an attrac- 
tive feature only from two to seven months, faring badly after 11 months. 

The factor most disliked by all three groups of ex-employees was the 
poor quatity of supervision. 

—Wayne L. McNaughton in Personnel Journal 6/56 





ProTECTION: That’s one purpose of new identification cards for em- 

ployees at the Hotpoint Co. (Chicago, Ill.). They are valid for six years, 

and can be kept current by having the workers’ foremen sign them an- 

nually. The front of the card contains the worker’s name, Social Security 

number, and signature; the back contains space for the foreman’s counter- 

signature. The system protects the plant against interlopers, and gives 

foremen another legitimate excuse for talking to their subordinates and 

“humanizing” relations. 
—Lawrence Stessin in Mill & Factory 6/56 i 
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More Profitable Selling Through 


Better Communications 


DIsTRIBUTION commonly includes 
all the activities of retailing, whole- 
saling, servicing, and transportation 
required to move goods from the 
point of manufacture to the point of 
sale. This movement should include 
the flow of ideas and information 
as well as the flow of goods. 

The manufacturer must know 
what the customer: wants—design, 
quantity, use, performance, delivery, 
and time requirements. What's more, 
he must let the potential user know 
quickly and effectively that he has 
the product available in the correct 
design and quantity, for the proper 
use or performance, and for fast 
delivery from a convenient point. 
What is needed, then, is a two-way 
exchange of information. 

How can you improve the com- 
munications aspect of your distribu- 
tion setup? Primarily, by taking ad- 
vantage of the occasions when maker 
and user normally have contact with 
each other. There are several of 
these: 

The initial contact. Usually, the 
first contact involves finding out what 
the user wants. Use one or a com- 
bination of these five approaches to 
your customer: 

1. Through your own personnel. 
Your salesmen are obviously in the 
prime spot to keep you informed. 
But check their reports. Some com- 
panies give their salesmen brief 
training in field market research; 
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others employ 
search staffs. 

2. Through your 
Check their products, 
and catalogues. 

3. Through trade associations 
and shows. Industrial and _ trade 
shows usually have a “what's new 
and wanted” theme. Attend those 
in your own industry and in your 
customers’ fields. 

4. Through government publica- 
tions. Check the catalogues, booklets, 
and indexes of the Commerce, Agri- 
culture, and Defense departments, 
the Small Business Administration, 
the U.S. Patent Office, and research 
and development groups. 

5. Through business publications. 
Some 2,300 such publications live 
on communicating ideas for prod- 
ucts, their design, and new market 
possibilities. 

Supplying product information. 
Advertising is the volume way to 
give product information, the second 
in the normal sequence of contacts 
between maker and user. Individual 
selling is also part of the product- 
information contact. 

Since advertising, direct selling, 
catalogues, and stock lists are the 
three major ways to give good pro- 
duct information, experts advise con- 
centrating on them. Movies, trade 
show exhibits, and other types of 
displays can also help, but they are 
usually one-shot affairs. 


large marketing re- 


competitors. 
advertising, 





The order. The third normal con- 
tact between maker and user occurs 
when the customer sends in the 
order. The order, unfortunately, has 
become a mechanical thing. Because 
it’s processed by some of the lower 
echelons of distribution personnel, 
it is frequently the victim of error. 

The product. The product, too, 
needs better operating instructions. 
If it’s simple, directions right on the 
box may serve, even for an industrial 
item. But take it easy: Brevity can 
be the road to obscurity. 

Instruction booklets, too, often 
block rather than enhance the com- 
munication network. The job of 
compiling a manual is too often en- 
trusted to someone who has had little 
experience in writing. Let your pro- 
duction men or engineers assemble 
the facts about using your product, 
but get a writer to write them. 


The bill. When you bill a man, 
you are talking in the potent language 
of money. In changing your prices, 
remember you are communicating 


with your customer. Pricing com- 
munication with a customer has often 
gone awry when a price has been 
cut. Many price reductions are 
legitimate, stemming from real cuts 
in production costs; but others result 
from a company’s not knowing its 
actual costs, or clutching at price 
straws to keep business. That kind 
of pricing communication has led 
to price wars in some automotive 
lines, in steel fabrication, and other 
areas. 

The payment. How are your 
customers going to pay for the in- 
dustrial products you sell them? 
Better communication is needed on 
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the courses open to them when they 
are short of cash. The most com- 
mon way is to increase borrowing. 

Here is the kind of information 
customers should have. They can 
borrow, generally, in three ways: 
(1) by acquiring machinery and 
equipment under time-purchase con- 
tracts; (2) by using revolving credit 
to finance accounts receivable; and 
(3) by pledging inventories. 

The complaint. Most  com- 
panies hope that this part of the 
communication network is never 
needed. But if it is the experts ad- 
vise speedy action. It’s estimated 
that 14 per cent of all lost accounts 
can be traced to unadjusted griev- 
ances. 

Improving the communication net- 
work will integrate distribution. A 
survey by Steel indicates that 71 
per cent of responding distributors 
want closer cooperation with their 
manufacturers. Independent  dis- 
tributors are becoming more im- 
portant in the marketing system. 

James J. Nance, president of 
Studebaker-Packard, has emphasized 
this: “Today we have the largest 
and most efficient physical plant for 
the production of goods in this na- 
tion’s history. The American con- 
sumer is in a strong financial con- 
dition. The two can only be 
brougkt together by distribution, the 
conveyer belt between production 
and consumption. This is the one 
great weakness in our picture. The 
newer generation of business men 
must learn the art of distribution.” 


a STEEL, 


Vol. 138, No. 20, 
p. 107:7. 
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How to Talk 
to the Boss 


Communications for the Young Executive 


To THE YOUNG MAN just entering his 
life in management, many business 
situations will appear confusing. But 
none, perhaps, will be so unnerving 
as his occasional inability to make any 
sense whatever of his superiors’ re- 
marks. Much of this difficulty will 
come from the fact that many com- 
mon English words have acquired 
special management meanings. Some 
will even appear to have meanings 
precisely opposite to their usual sense. 

As the young manager’s experience 
with Executive Language accumulates, 
this uncertainty will naturally dimin- 
ish. But there will still be occasions 
when a superior’s remarks will remain 
obscure. 

It must be remembered that a 
senior executive may not always in- 
tend to be clear. He may be speaking 
on the level of High Policy—in which 
case what appears to be vagueness is 
in reality practiced caution. And, of 
course, there will be times when his 
utterances will be truly random: he 
may simply be talking off the top of 
his mind. But in the majority of 
instances, he really will be saying 
something; and sometimes, indeed, he 
will be saying several things at once. 
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An important principle for the 
junior executive to remember at such 
moments is that it is more important 
to respond than to understand. A re- 
sponsive young man is a promising 
young man. Senior executives are very 
sensitive to responsiveness. They will 
gladly elaborate their ideas to a junior 
executive if his responsiveness is ade- 
quate. But, if it is lacking, their re- 
marks may grow increasingly enig- 
matic, and communication may cease 
altogether. 

This does not mean that an inter- 
ested and enthusiastic response may 
be superficially assumed. It must be 
genuinely felt. The spontaneous 
warmth of true responsiveness cannot 
be easily simulated; but it can, with 
diligence and imagination, be devel- 
oped. Learn to find in every executive 
situation those elements, however ir- 
relevant, to which your sympathies 
can naturally extend. The cultivation 
of a sincere and effortless responsive- 
ness will yield rich dividends. It will 
not only gain you the favorable atten- 
tion of your seniors, but will form the 
solid basis of experience on which you 
yourself will later be able to detect 
true responsiveness in your juniors. 
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A second principle to keep firmly 
in mind is that the early utterances 
of the young manager are not judged 
primarily on their content, but on 
their qualitative imputation. The 
most telling statements are those alto- 
gether empty of factual content. 

Their effectiveness comes in no 
small measure from the fact that they 
are fundamentally irrefutable. Out- 
right stupidity, of course, may create 
occasional embarrassments. But even 
here, business experience shows that 
technical stupidity may often be or- 
ganizationally absorbed with scarcely 
noticeable effects, while social stupid- 
ity has unpredictable and generally 
unpleasant consequences. 

For example, let us suppose that 
during a quiet moment in the day’s 
activities a senior executive finds him- 
self with one of his juniors and, turn- 
ing to him, asks: “Jones, should we 
be doing anything about economic 
education in the plant?” 

How should Jones answer? Let us 
examine some possible errors. 

Error 1: “I don’t think so, sir.” The 
fault here is so obvious that it hardly 
deserves comment. One does not re- 
spond to any question (from a su- 
perior) containing the participative 
“we” with an outright negative. What 
kind of qualitative imputation is this 
young man making? 

Error 2: “I think we should, sir.” 
This answer commits the error of im- 
plying that the answer is so evident 
as to require no deliberation. Also, 
it may suggest that the advisability 
of the step was long ago clear to the 
junior. Worse yet, the answer implies 
that the junior understands what is 
meant by “economic education in the 
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plant.” Since it is exceedingly likely 
that the senior is vague on _ this 
point, the junior’s answer makes a 
smooth continuation for his superior 
very difficult. 

Error 3: “Economic education in 
the plant, sir?” This is an unneces- 
sary provocation of the senior to define 
the concept or break off the conver- 
sation. 

Error 4: “Well, sir, I think it de- 
pends upon the basic orientation of 
the program that is used and upon 
the technique with which it is exe- 
cuted in each specific plant situation. 
I have been studying a survey of 
results obtained in the use of PRO- 
POG plan of economic education and 
industrial citizenship in non-union- 
ized plants. These data suggest . . .” 
This sort of thing makes any digni- 
fied counter-response impossible! 

Let us now, in contrast, look at 
some more adequate solutions: 


Response 1: “I think the idea is 
very interesting; I guess I ought to 
know more about it, sir.” This is a 
good example of the poised response. 
It leaves the senior in full control, 
and offers him the option of several 
safe continuations. Notice that this 
response prominently displays inter- 
est and willingness to learn. 

Response 2: “I guess we ought to 
think this through; I will try to dig 
up some definitive information on the 
subject, sir.” This response displays 
thoughtfulness. and a sense of re- 
sponsibility. The nice use of the word 
“definitive” will not go unnoticed. 

But of particular interest is the 
junior’s use of the participative “we.” 
This term is unquestionably useful in 
communicating with subordinates and 
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associates, since repeated studies have 
shown that it practically insures group 
harmony. In upward communication, 
however, it must be used with great 
care. The employment of the partici- 
pative pronouns by juniors when ad- 
dressing superiors should always fol- 
low and never precede evidence that 
participation is invited. Don’t be an 
in-creeper. 

Response 3: Thoughtful pause, 
meditative nod, partial closing of 
eyes. These wordless responses are in- 
cluded here with some hesitation. 
Technically, they are projective rather 


than imputational. The secret of their 
exceptional effectiveness is that they 
avoid the use of actual speech. Also, 
they eliminate the fault of premature 
commitment, and they afford an un- 
impaired range of continuation. Of 
course, wordless responses cannot be 
recommended for the beginner, al- 
though practice in the home is not 
out of place and will help to develop 
the sensitivity and confidence that the 
technique demands. 


w Alex Bavelas. 

HarpeEr’s MAGAZINE, 

Vol. 211, No. 1262, p. 30:2. 
(Drawing by Robert Osborne.) 
























































“Now, don’t adapt that chairman-of-the-board tone with me.” 








—Reprinted by special permission of The Saturday Evening Post. 
Copyright 1956 by The Curtis Publishing Co. 
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GENERAL 


THE ENTREPRENEURIAL EGO. By Spen- 
cer Klaw. Fortune (9 Rockefeller Plaza, 
New York 20, N.Y.), August, 1956. 
$1.25. The entrepreneur has many at- 
tributes in common with the big cor- 
poration executive, says the author, but 
he tends to be more generously supplied 
with ego. This discussion of the char- 
acteristics of the successful entrepre- 
neur in the age of the professional 
manager is based on the author's in- 
vestigations among members of the 
Young Presidents’ Organization—a group 
of more than 1,000 men who became 
company presidents before reaching the 
age of 40. 


GETTING ALONG WITH FOREIGNERS. 
Business Week (330 West 42 Street, 
New York 36, N. Y.), June 9, 1956. 
25 cemts. Increasingly, U. S. execu- 
tives doing business abroad are experi- 
encing difficulties posed by inadequate 
understanding of native culture and 
customs. This article, which presents 
an array of typical problem-situations, 
reports that while common sense, a 
little study, and personal tact have been 
relied on by most business men to 
date, there are signs that the advice 
of anthropologists and other specialists 
may soon be in greater demand. 


BIGGEST YEAR FOR BIG BUSINESS. 
Fortune (9 Rockefeller Plaza, New 
York 20, N.Y.), July, 1956. $1.25. 
1955 was not only the best year for 
U.S. business in general, but it was 
also very definitely the best year ever 
for big business, according to this arti- 
cle, which comments on noteworthy as- 
pects of the 1955 Fortune directory of 
the nation’s 500 largest industrial cor- 
porations and 50 _ largest banks, 
merchandising, transportation, life in- 
surance, and utility companies. 
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NEW TRADE: MIDWIFING MERGERS. 
Business Week (330 West 42 Street, 
New York 36, N. Y.), July 7, 1956. 
25 cents. With more and more com- 
panies expanding and diversifying, the 
business of arranging corporate pur- 
chases and mergers has grown from a 
side issue for investment companies and 
banks to a large and highly specialized 
industry that has attracted many inde- 
pendent brokers and consultants. This 
article outlines some of the complexi- 
ties involved in finding buyable com- 
panies and conducting the transactions. 


FACTORS AFFECTING INDUSTRIAL DE- 
VELOPMENT. By Richard M. Alt. In- 
dustrial Development (Conway Build- 
ing, North Atlanta 19, Ga.), May-June, 
1956. $3.00 per year. An examination 
of the forces that influence plant loca- 
tion, including geographic shifts in pop- 
ulation, increases in income, improved 
methods of communication and _ trans- 
portation, railroad rate changes, and 
technological factors. The author dis- 
cusses the three basic patterns of 
plant location—market-oriented, ma- 
terials-oriented, and labor-oriented— 
as well as describing some special pat- 
terns that have developed since World 
War Il. 


WHERE TO PUT YOUR PLANT. By 
Richardson Wood. Fortune (9 Rocke- 
feller Plaza, New York 20, N.Y.), 
July, 1956. $1.25. A discussion of an 
increasingly pervasive problem in the 
expanding postwar economy: where to 
locate a new plant. Three basic con- 
siderations that are importantly in 
the final decisions are stressed: the 
availability of raw materials; proximity 
to markets; and personnel considera- 
tions, including the availability of labor 
and the preferences of management. 
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THE FICTIONAL BUSINESS LEADER: 
UNFLATTERING IS THE PORTRAITURE. 
By Robert A. Kavesh. Public Relations 
Journal (2 West 46 Street, New York 
36, N.Y.), June, 1956. 75 cents. The 
modern business man can _ take little 
comfort or pride in the capitalists and 
executives of American fiction, says the 
author, pointing to many examples of 
stereotype business men who are either 
plodding and unthinking or dynamic 
and ruthless. He suggests, however, that 
factual studies of business life as it 
is today, the narrowing of the gulf 
between rich and poor, the growth of 
professional management, and the rise 
in business giving may lead novelists 
to create more accurate characteriza- 
tions, reflecting the range and variety 
of personalities in today’s business 
world. 


IS THIS THE COMING THING? Business 
Week (330 West 42 Street, New York 
36, N.Y.), Jume 23, 1956. 25 cents. 
Polyglot companies—several small com- 
panies, with diverse product lines, 


tucked under a single corporate um- 


brella—-are yet another product of the 
present boom. They are at once a re- 


flection of management's desire for 
growth and expansion, current surpluses 
in cash and confidence, indirect pres- 
sures of antitrust and tax regulations, 
and pioneering in the application of 
new managerial techniques, in the edi- 
tors’ opinion. This article attempts an 
impartial appraisal of the polyglot firms, 
based on the evidence currently avail- 
able. 


COMPANY “BIRD DOGS” NOSE OUT 
NEW LINES. Business Week (330 West 
42 Street, New York 36, N.Y.), July 
14, 1956. 25 cents. A report on a 
new breed of career men—variously 
called bird dogs, talent scouts, or ivory 
hunters—who are becoming increasingly 
important as industry's trend toward 
diversification through the purchase of 
other companies continues. Using a typi- 
cal case, this article illustrates the three 
areas involved in the job: (1) the 
search and analysis of an industry to 
locate desirable companies that might 
be for sale; (2) preliminary contact 
with four or five companies to determine 
if they are live possibilities; and (3) 
the final investigation and negotiation 
that closes or cancels a deal. 


INDUSTRIAL RELATIONS 


NEW LOOK IN MANAGEMENT RECRUIT- 
ING. By Alfred G. Larke. Dun’s Re- 
view and Modern Industry (99 Church 
Street, New York 8, N.Y.), May, 
1956. 75 cents. The continuing short- 
age of technically trained college gradu- 
ates and the conviction of a growing 
number of company policy-makers that 
an education in the humanities is ex- 
cellent equipment for future executives 
are enhancing the value of a liberal 
arts degree in today’s job market, ac- 
cording to the author. This article dis- 
cusses problems and policies involved 
in recruiting liberal arts graduates for 
business and industry. 
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EXTRA HANDS FOR ENGINEERS. Sicel 
(Penton Building, Cleveland 13, Ohio), 
May 7, 1956. 50 cents. Such routine 
tasks as ordering supplies, drafting, 
routine testing, and follow-up activities 
could be delegated to technicians and 
cl :rical workers, thus freeing engineers 
for more demanding duties, according 
to a survey of RCA engineers reported 
in this article. Pointing out that these 
engineers believe almost a fifth of their 
time is spent in activities that could be 
handled by less highly trained personnel, 
this article offers some suggestions on 
how to find, train, aud use technical 
personnel to best advantage. 
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WHAT ORGANIZED LABOR EXPECTS 
OF MANAGEMENT. By George Meany. 
WHAT MANAGEMENT EXPECTS OF 
ORGANIZED LABOR. By Charles R. 
Sligh, Jr. National Association of Manu- 
facturers (2 East 48 Street, New 
York 17, N.Y.). 10 cents. In the first 
of these two addresses, delivered before 
the Congress of American Industry in 
December, 1955, Mr. Meany outlines 
the organization and operation of the 
AFL-CIO and stresses the importance of 
labor’s achieving the understanding and 
cooperation of management. Mr. Sligh 
outlines industry's expectations in three 
areas—individual liberty, economic re- 
sponsibility, and bargaining integrity— 
and proposes a five-point code of con- 
duct for labor and management alike. 


HOW TO HALVE LOST-TIME ACCIDENTS. 
By Harold Keen. American Business 
(4660 Ravenswood Avenue, Chicago 
40, Ill.), July, 1956. 35 cents. When 
the costs of industrial accidents are 
borne directly by the company, rather 
than by an insurance company, says the 


author, management's motivation to im- 
prove plant safety is sharply increased. 
This article describes how one company’s 
“self-insurance” system and stepped-up 
safety program reduced lost-time injuries 
more than 80 per cent during a period 
in which the total number of employees 
increased 212 times. 


FRINGE BENEFITS AND OUR INDUS- 
TRIAL SOCIETY. By Allan I. Mendel- 
sohn. Labor Law Journal (4025 West 
Peterson Avenue, Chicago 30, Ill.), 
June, 1956. $1.00. It is often taken 
for granted that the widespread growth 
in fringe benefits during the past 
decade reflects employee and employer 
preference for fringes over straight wage 
hikes. Drawing on a recent study of 
the greater Boston labor market, the 
author of this article suggests that 
workers generally, and younger workers 
in particular, prefer wages to fringes, 
and that it is union leaders who are 
responsible for the present trend. He 
also examines management’s attitude on 
the fringes vs. wages question. 


OFFICE MANAGEMENT 


A NEW APPROACH TO OFFICE MAN- 
AGEMENT. Management Digest (330 
West 42 Street, New York 36, N.Y.), 
August, 1956. 50 cents. The fast de- 
cisions necessary in today’s competitive 
business world are increasingly depend- 
ent on information that comes from 
reports, analyses, and forecasts supplied 
by an efficient office. Reporting that 
the number of clerical positions has 
risen from 7 per cent of all jobs in 
1920 to over 25 per cent today, this 
article sets forth a common-sense ap- 
proach to problems of personnel, pro- 
cedures, and office mechanization. 


THE OFFICE EMPLOYEE: PROFESSIONAL 
OR CHATTEL? By W. Miller Bennett. 
The Office (232 Madison Avenue, New 
York 16, N.Y.), July, 1956. 35 cents. 
Although office managers generally are 
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giving more thought to the white-collar 
worker as an individual, the whole ques- 
tion of clerical job status and job 
satisfaction deserves more careful con- 
sideration than it has yet received, 
according to the author of this prize- 
winning article. He predicts that the 
office worker will eventually reach pro- 
fessional status as the quality of train- 
ing and supervision improve and as his 
skills are upgraded by automation. 


LET’S LOOK AT THE AVAILABLE BUSI- 
NESS-DATA PROCESSORS. By James 
Gibbons. Control Engineering (330 
West 42 Street, New York 36, N.Y.), 
July, 1956. 50 cents. A detailed report 
of the characteristics of available and 
planned data-processing equipment that 
indicates the characteristics that are 
most important in business applications. 
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Pointing out that electronic equipment 
is affecting the organization of business 
operations and, in turn, that certain 
business operations are affecting the 
design of current and future processors, 
the author discusses areas in which both 
organization and design must compro- 
mise for optimum results. 


IN DEFENSE OF VITAL RECORDS. By 
Arthur Barcan and Robert J. Bascom. 
Dun’s Review and Modern Industry 
(99 Church Street, New York 8, N.Y.), 
June, 1956. 75 cents. Hastily adopted 


measures for the protection of im- 
portant records against fire, flood, 
atomic bombs, and other hazards often 
prove too costly to maintain, says the 
authors. Pointing out that a maximum 
of 5 per cent of a company’s records 
are really vital to its continued opera- 
tions, they describe how the records 
that must be protected can be selected 
by functional analysis. Highlighting 
the discussion of protection methods is 
a chart showing the effects of a 
nuclear explosion on records and record 
storage equipment. 


PRODUCTION MANAGEMENT 


HOW TO MAKE MACHINE-CAPABILITY 
STUDIES. By D. G. Meckley, III. Ameri- 
can Machinist (330 West 42 Street, 
New York 36, N. Y.), July 30, 1956. 
50 cents. A description of how one com- 
pany (York Corporation, York, Penna.) 
developed a practical method to answer 
the three questions fundamental to every 
phase of manufacturing activity: What 
can a man do? What can a machine do? 
What can the combination of man and 
machine consistently produce? Although 
the machine-capability study is a rela- 
tively unfamiliar concept to many, the 
author is convinced that it performs a 
vital function for which inspection or 
quality-control systems are not an ade- 
quate substitute. 


NOISE CONTROL IN INDUSTRY. By 
Laymon N. Miller. Safety Maintenance 
and Production (75 Fulton Street, New 
York 38, N.Y.), August, 1956. 50 
cents. Noise control measures, the au- 
thor points out, are of four general 
types: (1) vibration isolation methods, 
(2) use of enclosures or barriers, (3) 
mufflers or sound-absorption devices, 
and (4) suitable location of noise 
sources. This article describes the na- 
ture of these types of noise control and 
gives examples of specific treatments 
for typical industrial noise problems. 
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HITTING THE HIGH COST OF HAND. 
LING. By Ernest Schleusener. Factory 
Management and Maintenance (330 
West 42 Street, New York 36, N.Y.), 
August, 1956. 50 cents. Estimating 
that the cost of handling amounted to 
25 per cent of its total manufacturing 
costs, one company (Mueller Brass Co., 
Port Huron, Mich.) made handling a 
major target for cost reduction. This 
article gives 10 specific examples of 
the time- and money-saving methods by 
which the company saved 45,000 man- 
hours in a year. 


EVALUATING MACHINE TOOL AR- 
RANGEMENTS FOR AUTOMATED PRO- 
DUCTION. By Clifford G. Menard. 
Automation (Penton Building, Cleve- 
land 13, Ohio), August, 1956. $1.00. 
Following a discussion of basic funda- 
mentals to. be kept in mind when con- 
sidering the installation-of an automated 
setup, this article classifies machine-tool 
automation into four principal types: 
(1) circular index automation, (2) in- 
line index automation, (3) constant 
travel automation, and (4) unitized 
automation. The author analyzes these 
systems and points out the favorable 
and unfavorable aspects of each type. 
Also of interest is the author’s descrip- 
tion of various kinds of control equip- 
ment and feedback systems. 
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MARKETING MANAGEMENT 


FOR AMERICANS TODAY—MONEY IS 
TO SPEND. Business Week (330 West 
42 Street, New York 36, N.Y.), June 
16, 1956. 25 cents. Middle-income 
wage-earners (with $4,000 to $7,500 
of income after taxes) receive nearly 
45 per cent of the spendable income of 
the nation, but they save very little— 
only 3.6 per cent in 1950. This is 
among the facts presented in this dis- 
cussion of recent trends in saving and 
consumption, based on figures from 
the Bureau of Labor Statistics as 
analyzed in the Consumers Expenditures 
Study of the University of Pennsyl- 
vania’s Wharton School of Finance. 


HOW MUCH ARE AD MANAGERS 
PAID? By Dale Houghton. Printers’ 
Ink (205 East 42 Street, New York 
17, N.Y.), June 15, 1956. 25 cents. 
Advertising managers have enjoyed 
significant increases in salary levels 
since 1951, but in most cases their 
jobs have been expanded to include 
many other areas of marketing activity 
in addition to their primary responsi- 
bility for advertising. This survey of 
200 advertising ‘executives compares 
their present salaries and duties with 
those of 1951. 


WHAT TRAITS AND WORK HABITS 
CHARACTERIZE SUCCESSFUL SALES- 
MEN? By Eugene J. Benge. Sales Man- 
agement (386 Fourth Avenue, New 
York 16, N.Y.), June 15 and July 6, 
1956. Reprints 25 cents. Self-confi- 
dence, planning ability, and industri- 
ousness are the chief qualities that 
distinguish superior salesmen from their 
less successful colleagues, according to 
the results of a study of 564 salesmen 
in widely different types of industry. 
This two-part report on study results 
can serve as a useful guide for the 
executive concerned with selecting new 
salesmen or improving sales training 
programs. 
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1957 MARKET DATA AND DIRECTORY 
NUMBER. Industrial Marketing (200 
East Illinois Street, Chicago, Ill.), June 
25, 1956. $1.50. Essential information 
on industrial markets and the business 
publications that serve them. For each 
major field, this book presents basic 
statistical information, tells what and 
how the industry buys, names sources 
for more intensive research, and lists 
essential data on the publications serv- 
ing that market. 


SHOWDOWN IN THE MARKET PLACE. 
By Edward M. Barnet. Harvard Busi- 
ness Review (Soldiers Field, Boston 63, 
Mass.), July-August, 1956. $2.00. The 
rise of the discount house is one mani- 
festation of what the author terms 
“innovistic competition” and regards as 
a significant new phenomenon that is 
destroying markets for old products and 
methods. Here he analyzes the recent 
marked shift in the amount and kind 
of costs borne by the manufacturer and 
retailer in the distribution process, and 
discusses the market pressures respon- 
sible. 


DIVIDENDS WE’RE FINDING IN A NEW 
SETUP FOR MIDDLE MANAGEMENT. 
By Robert Zinn. Sales Management 
(386 Fourth Avenue, New York 16, 
N.Y.), July 6, 1956. 50 cents. A 
description of how one company (The 
Standard Register Co., Dayton, Ohio) 
reorganized the job patterns of its 
district and division managers to permit 
closer supervision of low-producing 
salesmen. The author reports that im- 
proved performance resulted when first- 
line managers were relieved of many 
of their desk problems and released to 
work directly with their men in the 
field, while division managers were 
made responsible for examining ways 
to correct sales faults, studying new 
business activity, and handling other 
administrative problems. 


THE MANAGEMENT REVIEW 








FINANCIAL MANAGEMENT 


BRINGING BUSINESSMEN AND THEIR 
CAPITAL TOGETHER. By W. T. Grimm. 
American Business (4660 Ravenswood 
Avenue, Chicago 40, Ill.), June, 1956. 
35 certs. Corporations of all types and 
sizes borrowed $3.6 billion in 1955 
through direct placement sales of corpo- 
rate securities to insurance companies, 
fraternal orders, and pension and trust 
funds. Pointing out that simplicity, 
speed, and savings in cost are among 
the advantages of such private place- 
ment loans, the author describes the 
role of the specialist in accomplishing 
this increasingly popular type of cor- 
porate financing. 


A GOVERNMENT VIEW—THE ECO- 
NOMIC ASPECTS OF AUTOMATION. 
By Edgar Weinberg. Advanced Man- 
agement (74 Fifth Avenue, New York 
11, N.Y.), May, 1956. 75 cents. Auto- 
mation promises an economy of abun- 
dance and leisure, but what of the 
possibility of undesirable side-effects; 
worker displacement and unemploy- 
ment? In the opinion of the author 
(a Bureau of Labor Statistics econo- 
mist), careful management planning 
and cooperation with its labor force can 
successfully effect the necessary trans- 
fer, upgrading, and retraining programs 
to meet the challenge. 


THE FINE ART OF RAISING CAPITAL. 
By Charles E. Silberman. Fortune (9 
Rockefeller Plaza, New York 20, N.Y.), 
July, 1956. $1.25. The decision 
whether to borrow money or sell stock 
is obviously a crucial one, says the 
author, but after it is made, the tech- 
nical details of how to borrow or float 
stock may prove just as critical. This 
examination of the techniques of raising 
capital emphasizes that the choice of 
method can have a significant effect on 
cost, on the amount of money raised, 
or even on whether the money will be 
raised at all. 
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HOW TO USE GOVERNMENT STATIS- 
TICS. Management Methods (22 West 
Putnam Avenue, Greenwich, Conn.), 
June, 1956. 50 cents. This comprehen- 
sive survey of business information 
sources and services provided by the 
government lists the federal agencies 
from which statistical information may 
be obtained and includes a guide to 
available information arranged by sub- 
ject matter. In addition to detailing the 
cost of many services and publications, 
this article explains what to look for 
and how to make advantageous use of 
one of the world’s greatest sources of 
statistical information. 


THE ““ANTI-CHANCE” FACTOR IN BUSI- 
NESS. By Joseph J. Schofield. The 
Controller. (2 Park Avenue, New York 
16, N.Y.), June, 1956. 60 cents. 
Budgetary planning is one of the 
leading devices by which management 
can plan effectively for the future, 
says the author, and it necessitates ac- 
curate forecasts of the company’s sales 
position, production costs, capital and 
plant facilities, etc. He regards budge- 
tary controls as the key to profit plan- 
ning and a good basis for evaluating 
and improving performance in any area 
of company operations. 


ACCOUNTING FOR GUARANTEED 
WAGE PLANS. By Robert E. Seiler. 
The Accounting Review (R. Carson 
Cox, College of Commerce, Ohio State 
University, Columbus 10, Ohio), July, 
1956. $1.50. The adoption of a guar- 
anteed wage plan increases record-keep- 
ing processes so much that estimates 
of the over-all cost of the plan may 
be distorted unless the administrative 
cost element is taken into consideration, 
according to the author. In this article, 
he discusses the complex accounting 
procedures made necessary by minimum 
wage plans and suggests alternative solu- 
tions to some of the problems involved. 
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INSURANCE MANAGEMENT 


MAJOR MEDICAL EXPENSE INSURANCE. 
By Emil E. Brill. The Weekly Under- 
writer (116 John Street, New York 38, 
N.Y.), July 14 and July 21, 1956. 
25 cents. This two-part article is an 
informative discussion of the funda- 
mental characteristics of the new, but 
increasingly popular, forms of group 
major medical expense insurance. After 
describing typical benefits, deductible 
and coinsurance features, cut-off pro- 
visions, corridor deductibles, ineligible 
expenses, premium rate structures, etc., 
the author points out current trends 
and improvements that are being made 
in this form of coverage. 


ENGINEERING LESSONS OF 1955 
LARGE FIRES. By Chester A. Babcock. 
N.F.P.A. Quarterly (National Fire Pro- 
tection Association, 60 Batterymarch 
Street, Boston 10, Mass.), July, 1956. 
Last year there were 226 building fires 
resulting in losses of more than 
$250,000. From these, the author has 
taken nine cases to illustrate his con- 
tention that the principles of sound 
fire protection engineering are not be- 
ing applied, usually for one of two 
reasons: (1) there are not enough 
good fire protection engineers, and (2) 
the protective measures advised by fire 
protection engineers are frequently ig- 
nored or compromised by building own- 
ers and other responsible persons. 


THE INSURANCE FUNCTION AND ITS 
AUDIT. By K. N. Cervin. The National 
Insurance Buyer (American Society of 
Insurance Management, Hotel Marti- 
nique, Broadway and 32 Street, New 
York, N. Y.), May, 1956. $5.00 per 
year. Following a review of insurance 
principles and some of the more widely 
used coverages, this article outlines 
procedures to be followed when auditing 
the insurance function. Among the sub- 
jects discussed by the author are the 
preparation of the exposure list and 
schedule of insurance in force, apprais- 
als, and determining the adequacy of 
existing coverages. 
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THE SOCIAL SECURITY ACT: TWENTY 
YEARS’ EXPERIENCE. By Donald F. 
Campbell, Jr. The Journal of Account- 
ancy (270 Madison Avenue, New York 
16, N.Y.), August, 1956. 75 cents. As 
conditions change, better-informed pub- 
lic opinion regarding the purposes, 
operation, and cost of Old Age and 
Survivor's Insurance will be necessary 
to guide Congress to intelligent action, 
according to the author. In this article, 
he discusses four main areas of contro- 
versy in which there have been signifi- 
cant changes over the years: (1) 
coverage; (2) method of computing 
benefits; (3) method of financing the 
cost; and (4) legal status of benefits. 


BLANKET DISHONESTY POLICIES. By 
Paul Brown. Best’s Insurance News 
(75 Fulton Street, New York 38, 
N.Y.), June, 1956. 59 cents. A dis- 
cussion of comprehensive dishonesty, 
disappearance, and destruction policies, 
a rather recent insurance coverage 
available to business. The author 
describes in detaij the extent, duration, 
and amount of protection available 
against employee dishonesty and outside 
theft. He stresses the limitations in all 
such policies, applying mainly to 
“mysterious” disappearance of company 
money or property. 


BOILER AND MACHINERY COVER 
VITAL SAFEGUARD FOR POWER EQUIP- 
MENT. By Roger Williams. The Weekly 
Underwriter (116 John Street, New 
York 38, N. Y.), July 28, 1956. 25 
cents. Although still a comparatively 
small branch of industrial insurance, 
boiler and machinery coverage serves a 
vital function by indemnifying for the 
sometimes catastrophic losses caused by 
accidental failure of power equipment. 
Emphasizing the preventive value of 
the inspection service that is provided 
with this type of insurance, the author 
describes the provisions of this coverage 
and explains what should be insured by 
the corporate purchaser. 
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The Poster in the Window 


@ Sloan Wilson 





O NCE, AS A VERY YOUNG MAN, I became embroiled in an effort to 
get a school bond issue passed in a small town. We had posters 
printed, saying, “VOTE YES FOR NEW SCHOOL,” and I asked 
various storekeepers to display them in their windows. To my as- 
tonishment, many refused. “I know we need a new school,” one 
prosperous grocer explained, “but the town’s about evenly split on 
this thing, and I’m not going to risk losing the good will of half my 
customers.” 

I found myself thinking a good deal about this, and observing the 
actions of the local tradesmen with new interest. Most of them took 
no part in local politics or disputes of any kind. They rarely spoke 
at meetings or served on boards. It 
was difficult to blame these people for 
protecting the good will which was 
their main business asset, but had 
they not, I wondered, disenfranchised 
themselves to some degree? What 
does free speech mean to a man who 
is afraid to speak for fear of losing 





customers? 

This question, of course, was naive. 
The Bill of Rights protects a man 
from government persecution, but it 
cannot protect him from all the con- 











Sloan Wilson, author of the best-selling novel, The Man in the Gray Flannel 
Suit, was formerly Director of Information Services at Buffalo University. 
A frequent contributor to such publications as The Saturday Review, The New 
Yorker, and The New York Times, Mr. Wilson is presently Education Editor 
of the New York Herald Tribune. 
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sequences of making enemies, nor can it provide courage. The 
grocer, I told myself, was simply being a good business man. Yet 
he still seemed contemptible, because he had put the desire for 
money above principle. 


The implications of this interested me. Would he have been a 
bad business man if he had put the poster in his window? And if 
so, is it really possible for a man who puts principle above desire for 
' money to be a good business man? Was I, in effect, being left with 
the old-fashioned concept that artists, teachers, and clergymen can 
be men of principle, but that business men, the “practical men of 
affairs,” must make all kinds of compromises in order to succeed? 

This seemed an intolerable conclusion, and I was glad to be re- 
leased from it by a local clothing merchant, who not only put the 
poster in his window but campaigned vigorously for the new school. 
When the bond issue had finally been passed, I asked him if his 
business had suffered. “I’ve made a lot of friends and a lot of 
enemies,” he said. “The friends trade with me more than they 
normally would, and the people who don’t agree with me on schools 
still come in when they see something they like in my window.” 

The grocer, I decided, was simply a man whose desire for success 
was matched by timidity, and I put the matter out of my mind. 

The whole incident was, of course, too insignificant to allow any 
broad conclusions to be drawn, but in later years, when I was in and 
out of the public relations business, I found it recurring. Even at the 
highest levels of business, education, and government, there are 
“public relations experts” at the elbows of administrators urging 
them never to put a poster in the window. There is, I found to my 
astonishment, a growing conviction among many “public relations 
experts” that a good administrator should make no enemies whatso- 
ever, and a surprisingly large number of men of great ability seem 
to be taking that advice. 

Here is one example. A distinguished manufacturer I know 
slightly once asked me for help on a commencement address he had 
agreed to give at a university in the South. “This will be tough,” 
he said. “They’re all stirred up about racial segregation down there, 
and, of course, I don’t want to get into that at all. I want to say 
something that will be interesting without being controversial.” 
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“It’s pretty difficult to say anything meaningful in the field of 
education that won’t be considered controversial by someone,” I 
replied. “Why is it so necessary for you to avoid controversy?” 


He seemed embarrassed. “We have a lot of business in the South, 
and I don’t want to stir things up,” he said. “You know, in my 
position .. .” 

In his position he couldn’t—or at least he thought he couldn’t— 
say much of anything. Because of restrictions placed upon him by 
his company or his own ideas of company loyalty, he had less free- 
dom of speech than any file clerk. He was an extremely wealthy 
man, capable and generally moral, but he didn’t want to stir things 
up. He seemed to me, I must confess, more contemptible than the 
grocer who refused to put the poster in the window, for the grocer 
had probably been afraid of being driven out of business, but nothing 
like that could have frightened this man. 

“You've got to remember that men like that have responsibilities 
toward their stockholders,” a friend with whom I discussed the 
matter told me. “He can’t go around stirring up fights that would 
make enemies not only for himself, but for his company.” 

“Doesn't he also have responsibilities as a citizen and to his own 
conscience?” I asked. “And anyway, doesn’t a corporation have the 
responsibilities as well as the rights of an individual?” 

“Don’t be stuffy,” my friend replied. 

Yet I found myself becoming increasingly indignant. “Something 
interesting but not controversial.” How many public relations men 
spend their lives trying to turn out speeches like that for their 
superiors? Why are speeches made by business men so often dull? 
Largely because the audience knows from the start that the speaker 
is going to be “careful” to the point of saying nothing at all, in as 
many polite words as possible. 

I have seen many business men, whom I know to be intelligent 
and outspoken in private life, stand up before an audience and 
make fools of themselves because they're afraid to venture any 
opinion somebody might not like. They give the impression of being 
half-men, without conviction and without courage, neatly dodging 
all questions to avoid making enemies, with the result that they 
avoid making friends. 
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Obviously, it would be foolish to suggest that business leaders 
should be zealots who involve their companies in private crusades 
unrelated to the work at hand. In this day and age no responsible 
administrator can ignore public relations. The question is simply: 
What is good public relations? The answer, as I see it, is that any 
course of action which in the long run earns the respect of the 
public is good public relations. Dancing around to avoid controversial 
issues when they come up naturally earns only disdain. A business 
leader who avoids any mention of racial segregation when he agrees 
to give a speech on education in the South doesn’t deserve respect, 
and won't get it. He might be more astute if he declined the invitation 
to speak in the first place, but I doubt if he would be more moral. 


It seems to me that public relations experts make a great mistake 
when they try deliberately to devise ways of gaining public respect, 
for public respect, like happiness, disappears when made an end in 
itself. I once knew an administrator who tried to measure in ad- 
vance the reverberations which would be caused by every possible 
course of action available to him. “If I do this,” he'd say, “labor 
will think this, and the Old Guard will think that, and so and so 
will think we're all wrong.” He became painfully indecisive, in- 
effectual in his job, and he was finally forced to retire. His successor 
boldly did what he thought was right, accepted some enenfies as 
a matter of course, and soon became as immensely popular as he was 
successful. It was said that one thing he certainly understood was 
public relations. 

All this may appear to be an oversimplification, but it would be 
impossible to oversimplify a matter so simple as this. Must a busi- 
ness man avoid making even the right enemies? When a fight for a 
good cause is being waged, does a good administrator have to refuse 
to put a poster in his window? “Just as tall trees are known by their 
shadows, so are good men known by their enemies,” an old Chinese 
proverb says. Too many “public relations experts” today, I believe, 
are trying to teach business leaders to cast no shadows at all. 

The really big men, it may be argued, resist such advice. An im- 
pressive number of the leaders of nationally known corporations have 
not been afraid to speak up on important public issues during the 
past decade. That is true. It is the “strainers,” the men who occupy 
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important positions but are not yet quite sure of themselves, who 
are the great champions of conformity and tact to the point of 
invisibility. There is a danger here, because these are often the 
very men who are in charge of training programs and the recruiting 
of young executives. Many responsible members of university 
faculties are genuinely concerned, I know, with the passion for 
conformity exhibited by young men planning business careers. They 
always dress right, they have carefully orthodox political ideas from 
their freshman year on, and by the time they're sophomores, they're 
already cultivating the art of the soft answer to everything and 
everybody. These are the boys headed for the good business schools 
—and from high school on, they know precisely the requirements 
to be met. In my experience they're easy to teach, for they always 
appear to agree, but morally and intellectually they often seem half 
dead—a kind of walking caricature of what some public relations 
experts are trying to persuade the present leaders of business to be. 

If their efforts are successful, anyone with a lively interest or 
opinion on anything other than the work at hand will inevitably 
be suspect. Individualism could become as dangerous in this country 
as in a Communist nation if present business leaders do not begin 
to cultivate a regard for the non-conformist, the man who does what 
he thinks is right in full confidence that the future will justify him. 
For business men cannot earn the full respect of the public unless 
they prove themselves willing to put a poster in the window for a 
good cause. 


Stock Yield—A Key to Company Profits? 


THERE 1s little correlation between the trend in a company’s profits and 
the yield on its stock, according to a recent New York Stock Exchange 
study of 40 companies discussed by Paul Hasse in The Controller 
(June, 1956). 

The yields for 20 issues with peak earnings in 1955 ranged from 0.8 
per cent to 5.6 per cent. Only four of these 20 “peak” stocks yielded 
dividends of 5 per cent or more. 

For stocks having 1955 earnings on common shares below those of 
1954, yields ranged from 2.3 per cent to 6.7 per cent. But eight of these 
stocks yielded dividends of more than 5 per cent. 
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Sales 
Forecasting: 
Problems 
and Prospects 


m Lydia Strong 


SaLes FORECASTING has been defined as the art of “making 
guesses concerning the guesses the public will make in the near 
future about the more distant future—even if the public guesses 
wrong.” 

Improbable as it may seem, many companies are now “guessing” 
with considerable accuracy. Among 297 firms participating in a 
survey by THE MANAGEMENT Review,” sales performance devi- 
ated from forecast, on the average, only 8 per cent last year. 


COMPONENTS OF THE FORECAST 


How do companies go about preparing a sales forecast? What 
are the principal factors considered? Survey respondents were asked 
to indicate which of an inclusive list of possible factors they used 
in preparing their own sales forecasts; also, which of these factors 
seemed of special importance to them. 

The replies form a definite pattern—which, however, hardly 
suggests a do-it-yourself formula, since each individual component 
may in itself be quite complex. 





* The first article based on this survey, which appeared in last month’s 
REvIEW, examined the growing trend toward more formal and scientific 
methods of predicting sales. The survey respondents constitute a cross 
section of main classes of manufacturing, plus a few service and trade 
organizations. Producers of a wide range of industrial and consumer 
goods are included. Company size, as measured by annual sales, is well 
above average: The range is from $600,000 to $4 billion, with a median 
of $27 million. 
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The two items checked most often, and most often considered 
important, are past sales trend of the firm Cused by almost every 
company ) and sales department estimates of future business. Other 
factors, ranked according to the number of companies using them, 
are judgment and hunch; general economic indicators; economic 
data on the company’s own industry; salesmen’s field reports; plans 
for new products; activities of competitors; production capacity; 
market surveys; and the company’s promotion plans (Table 1). 

When the same factors are ranked in order of estimated im- 
portance rather than use alone, a few differences appear. Informa- 
tion about the company’s own industry rises from fifth to third 
place; production capacity and promotion plans receive more em- 
phasis than their frequency of use would indicate; plans for new 
products and information on competitors’ activities, though con- 
sidered by most companies, are not felt to be of prime importance. 


Judgment and hun~4 play an important role even though, as was 


TABLE 1 


Factors UskEp IN SALES FORECASTING 


Rank, | antes 
Companies | Rank va Compontes 
y 


Factor using | "| byim-| naming 

| factor | use wae: factor ~ 

tance | important 
Past sales trends of firm ..... 278 1 1 152 
Sales department estimates ... 255 2 2 127 
Judgment and hunch ........ 230 3 + 63 
General economic indicators . . 213 + 5 62 
Economic data on own industry. | 209 5 3 84 
Salesmen’s field reports ...... 199 | 6 6 60 
New product plans ......... 182 le ae ee 26 
Competitors’ activities ....... 158 | 8 11 | 13 
Production capacity ......... 151 | tae Eee. | 38 
Market surveys ............ 147 10 8-9 27 
Promotion plans ........... 137 11 | 8-9 27 


kh oss Hil bexeccas 34 if: | OR 4 13 
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shown in the previous article, conscious stress on this factor tends 
to be associated with relatively inaccurate predictions. 

A company’s type of business activity makes some difference in 
the data used for its forecast (Table 2). Past sales records and 
sales department estimates are important to all companies, but the 
emphasis on other material varies. Companies manufacturing con- 
sumer goods (Groups F and G), for example, pay more attention 
than average to promotion plans and new-product plans, less to 
salesmen’s yeports and to general economic indicators. Service and 
trade organizations (Group I) place more reliance than others on 
their own promotion plars, less on salesmen’s field reports. 

Seven of the factors discussed are considered in the average sales 
forecast. This figure remains fairly constant among all types and 
sizes of companies, though individual firms may use as few as two 
factors, or as many as twelve. 


FREQUENCY AND RANGE 
; Practically all companies in the survey—286 out of 297—pre- 
pare an annual sales forecast; the few firms that don’t are relativeiy 
small. Four out of five companies review and adjust their forecasts 
at regular intervals—typically, every three months—though a sub- 
stantial number make monthly and semi-annual adjustments 


(Table 3). 


TABLE 3 

ANNUAL ForECAST: FREQUENCY OF ADJUSTMENT 

Frequency No. of companies 
needy: NF os ass ses Sai aes 2% 128 
See OU idles. Kcen oe anaes ss 54 
Both monthly and quarterly ........ 13 
Gennd-enepaee «| iii idaho eS tn cs 29 
"hs WOM 3c os ie cas bee es Oe 13 
CE i cick tea de meee we eee 2 
Frequency not specified ............ _28 
NE 50.5 4 ble Ae eh ee Aig 286 
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Most companies supplement their annual forecasts with others, 
of both shorter and longer range. Three companies out of four pre- 
pare short-range (shorter than annual) forecasts; three out of five 
prepare long-range (longer than annual) forecasts; and two out of 
five use all three types: short-range, long-range, and annual. 

The larger the company, the more likely it is to try to see far 
ahead; the smaller the company, the greater the emphasis on short- 
range prediction (Table 4). For some large firms, apparently, fre- 
quent adjustment of the annual forecast meets the needs that would 
otherwise have to be met by short-range prediction, but the long- 
range forecast is considered a necessity in long-range planning. 

Three months is the most common span for short-range fore- 
casting (Table 5), but a good many companies prefer one-month 
or six-month projections. 

Of the 183 respondents making long-range forecasts, the ma- 
jority project sales five years ahead. Thirty-three firms make 10- 
year forecasts; 12, mainly large companies, try to see even further 
—15, 20, sometimes 25 years into the future. 

Five-year forecasts are usually prepared every year. Ten-year 
and longer forecasts are made with less frequency and regularity. 


TABLE 4 


COMPANIES PREPARING FORECASTS OF SHORTER AND 
LOaNGER RANGE THAN ONE YEAR* 





Percentage making Percentage making 
‘ forecasts of forecasts of 
Company size shorter range longer range 
than one year | than one year 
|- 
| 
| 





$10 million and under 
$11 million-$50 million .... | | 58 
$51 million-$100 million ... | 73 


38 


$101 million-$250 million . . 82 
Over $250 million 94 
61 











* Practically all companies surveyed also prepare annual forecasts. 
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TABLE 5 


ForRECASTS: RANGE AND FREQUENCY 


SHORT-RANGE* 


Companies 


ae How often forecast is prepared 
| 


months 87 quarterly, 54; monthly, 31 
month ... | 68 monthly, 61; quarterly, 4 
months .. 29 semi-annually, 11; monthly, 10; quarterly, 4 


months .. 11 monthly, 10 





months .. | 9 | monthly, 6; bi-monthly, 2 


11 


Total ... 215 


* Less than one year ahead. 


USE OF COMPUTERS 
About one company in seven uses a high-speed electronic com- 
puter in the analysis of the many and complex components of the 
sales forecast; others plan to do so in the near future. Though 
company size makes some difference, computers are used by at least 
a few of the companies in every bracket, from under $10 million 
to $4 billion annual sales. 


OUTSIDE SOURCES 


Respondents were asked to name the outside sources of economic 
information—services, bulletins or newsletters—that they them- 
selves found most useful. Of the 297 companies, 219, or more 
than two out of three, do mention some outside sources. Hundreds 
of separate organizations and publications are named. 

Private economic reporting and forecasting services, listed by 103 
participants, head the list. Of these services, three—the Economet- 
ric Institute, the Kiplinger Washington Agency, and the F. W. 
Dodge Corporation—receive the most frequent mention. 

Some 100 respondents find U.S. Government reports and statis- 
tics helpful. Most popular are the publications of the Department 
of Commerce—particularly the monthly Survey of Current Busi- 
ness. Many companies use Federal Reserve System bulletins and 
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releases. Also used are publications of the Census Bureau, the 
Department of Agriculture, and other federal agencies. 


The third most popular group of sources, used by 96 respondents, 
is that of trade associations, publications, and statistical services 
covering the company’s own industry or the industries of its cus- 
tomers. Next come general business publications and associations 
(77 respondents), particularly Business Week, the Wall Street 
Journal, and the National Industrial Conference Board. A miscel- 
laneous group includes bank letters, news magazines, local and 
regional sources. 


The single sources for economic information named by most 
survey respondents are shown in Table 6. 


TABLE 6 
Most PorpuLar SourRCcEs OF ECONOMIC INFORMATION 


Source No. of Mentions 


U.S. Dept. of Commerce 
(Survey of Current Business was mentioned by 
24 respondents. ) 


Business Week 

‘Federal Reserve System 

Wall Street Journal 

Econometric Institute 

National Industrial Conference Board 
Kiplinger Washington Agency 

F. W. Dodge Corp. 


Sales Management 


CHANGES IN PROGRAM 


Two out of three of the companies surveyed are planning some 
changes in their sales forecasting program. All changes described 
are aimed toward enlargement and/or improvement: getting more 
information, devising more exact techniques, enlarging the program, 
and so on. 


Use of more data is the change favored by the largest group (78) 
of respondents. Of these, more than half are stepping up market 
research. Through new or enlarged research staffs, they will ap- 
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proach dealers, distributors, and the public at large for first-hand 
information on sales prospects. 

More emphasis will be placed on outside data (general economic 
information, industry figures, outside consultants) by 21 com- 
panies; 10 others will seek to develop more complete inside infor- 
mation, such as better salesmen’s reports, more detailed sales rec- 
ords, and advance information on promotion plans. 

Better techniques are the goal of 63 companies. Of these, the 
largest group hopes to eliminate or at least lessen the role of “hunch 
estimates” by instituting a more formal and scientific approach to 
basic problems. Many plan revision and standardization of their 
procedures; a few mention such specifics as installation of opera- 
tions research, computers, or punch-card systems. Others are mov- 
ing toward refinement and more frequent review of the forecast. 

Changes in the organizational status of the forecast are planned 
by 55 companies. Many are broadening participation—bringing in 
the financial department, the production department, or others not 
previously consulted. Some are expanding the sales forecast staff, 
centralizing responsibility for the forecast, or establishing a fore- 
cast department. A few are shifting the burden of the forecast 
from the sales department to the market research department. For- 
mation of top-level forecasting committees and other similar changes 
seem designed to give the forecasting function more power and 
prestige within the company. 

Long-range and short-range forecasts are being started by 27 
companies. Some firms are moving on to more detailed forecasts, 
with breakdowns by product, division, and region; a few are seek- 
ing ways to extend the usefulness of sales forecasting in the firm’s 
budgeting and planning. 


PRINCIPAL PROBLEMS 


Respondents were asked to name their principal problem area in 
sales forecasting. The most frequent complaint concerns the dif- 
ficulty of getting information—particularly information about one’s 
own industry. Despite the vast network of trade organizations and 
trade publications, forecasters in all types and sizes of companies 
find themselves unable to get information they consider adequate 
for the projection of industry growth and sales. 
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A few forecasters say their main difficulty is getting sufficient 
information on over-all economic trends. 

More knowledge of customers is wanted also, particularly con- 
cerning their inventories, their business activity, their possible 
future needs. Trying to “outguess the customer”—or, more realis- 
tically, to anticipate his next few moves—is a real problem, cited 
with special emphasis by some manufacturers of component parts 
and materials who, though they themselves have no contact with 
the ultimate consumer, are sharply affected by fluctuations in con- 
sumer demand. 

The problem of forecasting sales for new products baffles a large 
group of respondents. Where the new product is different from 
any previously manufactured, the forecaster has no previous experi- 
ence to fall back on. If it is a product with a heavy style or fad 
factor, one which may “catch on” rapidly and then just as rapidly 
fall from favor, the forecast job becomes particularly difficult and 
dangerous. 

A third iarge group consider their principal problem to be “prod- 
uct mix”—i.e., breakdown of the forecast to predict sales of each 
of a large group of products. One sales research manager whose 
over-all forecast came within 1 per cent of total sales last year said: 
“We have over 250 separate models, with more coming . . . some- 
times I am off on some models.” As several men indicated, the 
breakdown by product sales is needed for production planning. 

Intra-company problems are reflected by 31 respondents who 
say their greatest difficulty is getting acceptance and/or coopera- 
tion from management or from various segments of management— 
especially sales executives. One man, asked his principal problem, 
replies succinctly: “The sales manager.” Another wishes he could 
get “agreement between sales people and the forecasting commit- 
tee; the sales department uses the forecast for a production foot- 
ball.” Difficulties are reported in getting salesmen to submit realistic 
field reports—or, in some cases, to submit field reports at all. 

But the gremlins aren’t all in the sales department: Respondents 
complain also about the difficulty of getting top executives to permit 
the use of modern forecasting techniques; to accept the forecast 
objectively, even it it doesn’t please them; and to make full use of 
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the findings in company budgeting and planning. The problem, 
say several men, is to get management to see the forecast as it is— 
an attempt at a reasonably close prediction—rather than as a state- 
ment of fact or a figment of the forecaster’s imagination. 

Market bulges and slumps create a problem for many businesses, 
particularly component parts and materials manufacturers. They 
complain of “violent short-range fluctuations,” of sharp seasonal ups 
and downs, of highly variable markets and prices. A forecaster for 
one capital goods producer mentions his own special hoodoo: “One 
good order can upset the forecast.” 

Forecasters in many companies are seeking that will-o’-the-wisp, 
a leading economic indicator that will vary predictably with their 
sales. 

Foreseeing the effects of competition, or of efforts to combat 
competition, is the principal problem of a few forecasters. Spur- 
of-the-moment promotions or price changes undertaken to beat out 
a competitor can wreck the forecast—and so, for that matter, can 
the competitor's activities. 

A few men say their main problem is to determine the full market 
potential for their industry or for the type of product they manu- 
facture, as a first step in determining their share of the sales. For 
another small group it is necessary, before making the forecast, to 
predict the probable supply and prices of raw materials. 

A few men feel their need is more experience; the whole subject 
is still new to them, and they need guidance in setting up procedures 
and obtaining personnel. 

A fair-sized group of respondents, including some forecasters 
who already come within 2 to 3 per cent of the bull’s-eye, describe 
their main problem as “greater accuracy.” A few have difficulty 
forecasting sales in special regions, or with special kinds of cus- 
tomers, such as the U.S. and foreign governments. 

A few men mention rather complex and individual problems, 
such as, “to what extent will our activity expand or create the mar- 
ket,” or “predicting random factors which affect monthly quotas.” 
But one respondent, the market research director of a machinery 
firm, has arrived at a relatively uncomplicated appraisal. Asked 
about his principal problem area, he replied laconically: 

“The future.” 
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NE PRET 


What’s Ahead? 


THE GENTLE ART OF BUSINESS FORECASTING 


It is surprising that one soothsayer can iook at another without smiling. 
—CICERO 


The prediction of business prospects—particularly the prospects 
of a single company—is like riding a bicycle on a high wire while 
performing a complicated juggling act. There are cheers for suc- 
cess, cat-calls for failure—and so many ways to fall! off the wire! 


A few unsuccessful approaches are suggested below. For further 
footnotes to failure, the reader need only consult his imagination— 
or his own experience. 


Oracle. The charts rustle as 
the wind murmurs through the 
sacred grove. The high priest 
interprets the prophecy to the 
waiting supplicant. Business will 
improve, he says . . . unless it 
takes a turn for the worse. 





Hunch Player. Why fool 
around with market research? 
Why try to correlate economic 
indicators? The correct predic- 
tion will strike suddenly—like 
a bolt from the blue. 
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Prophet of Doom. You've hit 
an uptrend? Demand has 
doubled? Then for Heaven’s 
sake, proceed with caution. 
Work three shifts on the old 
machinery (patch it together if 
it breaks down), and stash every 
cent of profits in the reserve 
fund. There’s a slight possibil- 
ity of a downturn next year— 
or ten years hence. 
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Robot Tender. He's fed in 
enough data for a dozen fore- 
casts—let the electronic brains 
do the rest. While the THINK 
machines grind out prophecies, 
he can relax and contemplate 
the cosmos. 





Perfectionist. His forecast could 
have been presented at the dead- 
line date—but he’s held it up 
six weeks waiting for informa- 
tion which will clear up one 
“crucial” point—crucial only to 
him. 
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Sky Writer. Possibilities for 
profit—or loss—are enormous. 
Vast commercial empires are 
waiting to be captured. How to 
proceed? What to produce? 
Where to sell? Don’t ask tire- 
some questions. He’s given you 
the broad outline—fill in the 
details for yourself. 
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Demon Statistician. Will he 
ever be able to correlate all these 
facts into one forecast that makes 
sense? What does it matter? 
He’s just obtained a new and 
exclusive figure on discretionary 
consumer income in Hudson, 
N.Y.—and he’s sublimely happy. 
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Trend Rider. Your sales last 
year just paralleled the sales of 
rum cokes in Rio de Janeiro, as 
modified by the sum of the last 
digits of all new telephone num- 
bers in Toronto. So, why bother 
with surveys of your own mar- 
ket? Just send away for the 
data from Canada and Brazil. 








The Word Shall Endure. A 
forecast is a forecast is a fore- 
cast. What if an important new 
trend has developed? All the 
possibilities were considered 
three months ago, and it’s too 
late to discuss any further 
change in this year’s projection. 
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below the break-even point last 
year? Your market drying up? 
Seven competitors have moved 
in? Think nothing of it, man! 
You'll make sales history this 
year if you just give it that old 
college try. 





a Text by Lyp1a STRONG 


a Drawings by A. HorMEL 
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Salesmen’s Compensation 























@ Berthold B. Baer 


AMA ?xecutive Compensation Service 


"TODAY, WAGE AND SALARY ADMINISTRATION PROGRAMS Cov- 
ering non-exempt employees have become standard practice in most 
companies, and much attention is being given to executive com- 
pensation plans. But even in companies with the most advanced 
wage and salary programs, salesmen’s compensation has remained 
a comparatively uncharted territory. 

The reason for this situation is not difficult to find: A necessary 
first step in the establishment of any sound wage and salary admin- 
istration program is the development of a basis for comparison 
with the pay practices of industry in general—and of competition 
in particular. In the case of salesmen’s compensation, however, the 
absence of any systematic method of classifying salesmen in terms 
of responsibility and job content has been a major obstacle to the 
development of a body of data that would give company manage- 
ments a logical basis for evaluating their practices. 

Now, however, the results of a year-long study just completed by 
AMA’s Executive Compensation Service indicate that salesmen can 
be classified and their pay plans compared for the purpose of 
establishing realistic and generally acceptable standards of com- 
pensation. The survey covered over 17,000 sales personnel in 
almost 200 companies. * 





*The fund of information gathered by the initial survey will soon be 
enlarged by further studies to include more companies and more staff 
sales positions, including such functions as market research, sales pro- 
motion, and advertising. For further information, address Director, Ex- 
ecutive Compensation Service, American Management Association, Inc., 

1515 Broadway, New York 36, N. Y. 
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HOW THE DATA WERE CLASSIFIED 


In order to arrange the information gathered by the survey in 
usable fortn, some practical method of classification had to be 
devised. The first step was to find common denominators in terms 
of markets served. Does the salesman sell to jobbers, distributors, 
wholesalers, retailers, or industrial users of his products? Is the 
product subject to consistent reorders, or is it a capital item? Is 
it durable, perishable, or subject to early obsolescence? Is technical 
knowledge required? Are products used as is, or in the manufac- 
ture cf other products? Are products made to order, or are they 
stock items? These and other similar considerations comprised the 
basis for differentiating between various classifications of selling 
jobs. Applied to the returns in the survey, these factors produced 
six major marketing categories, among which there were signifi- 
cant differences in compensation practices. The six categories are: 

The Food Industry 

Consumer Products—Non-durable Goods (other than food) 
Consumer Products—Durable Goods 

Industrial Products—Raw Materials and Components 
Industrial Products—Accessory Materials and Equipment 
Industrial Products—Capital Goods 

The wide range in compensation of salesmen among companies 
with similar sales problems—and, frequently, even within the 
same company— indicates that there is more than one level of 
salesmen. (Although some companies show only one level, with 
pay ranges as broad as $5,000 to $15,000, experience in wage 
and salary administration makes it clear that $5,000 salesmen are 
not in the same class as those earning $15,000.) 


THE THREE LEVELS OF SALESMEN 

Upon closer analysis, including personal interviews with many 
executives responsible for salesmen’s compensation in their com- 
panies, it developed that, for compensation purposes, there were 
at least three clearly discernible levels of salesmen. These levels 
were designated Grades I, II, and III. 

The Grade I salesman, usually a beginner, has a limited terri- 
tory and minor accounts, and his daily activities are subject to a 
substantial amount of supervision. Except for routine matters and 
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vases where he is specifically delegated the authority, he must 
follow the established price and delivery policies of the company 
without deviation. About 60 per cent of the salesmen are in this 
category. 

The Grade II salesman is one level above the beginning salesman 
by virtue of his training, experience, or both. In companies where 
inexperienced salesmen are not hired, this is the entering level. 
The salesman at this level is often technically trained and has a 
special knowledge of the field in which he operates, although his 
direct sales experience might not be significant. Approximately 30 
per cent of the salesmen are in this class. 

Grade III is the highest level of selling at which a man can main- 
tain his identity as a salesman. Operating with only general super- 
vision, the Grade III salesman handles key accounts or a large 
territory. Depending on his experience or knowledge, he may deal 
in technical sales at an advanced level. About 10 per cent of the 
salesmen are at this level. 

Other positions identified by the survey are the Sales Trainee, 
who is just below the Grade I salesman; the Sales Supervisor, 
who is immediately above the Grade III salesinan; and Dis- 
trict and Regional Sales Managers. These six classifications, which 
are somewhat generalized, are composites of the organizational 
levels revealed by a detailed study of the sales organizations of 
participating companies. They were not chosen to show a model 
sales organization; rather, they were developed from the report 
as a logical structure on which to base salesmen’s compensation. 


RANGE OF AVERAGE TOTAL COMPENSATION 
Combining all six marketing categories (which are analyzed 
separately in the report), average compensation ranges for the 
three levels of salesmen are as follows: 


SS oe ok ee ERO ees $5,000 to $ 7,500 
Ree gO el eee res $6,000 to $10,000 
A IR Gros 5a. 5 shoe's Maw ewe $8,500 to $15,000 


The above ranges include more than 80 per cent of the field 
sales personnel covered in the survey. The ranges of the Grade II 
and III salesmen are wider than would be established under most 
formal job evaluation plans, but they result here because the vari- 
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ous marketing categories have been combined, plus the fact that 
bonus and commission payments have been included. 

Future surveys may narrow these ranges by the addition of 
further breakdowns in the marketing categories, and further re- 
finement of these data will make the information more specifically 
applicable to the particular situations of individual companies. 


METHODS OF COMPENSATION 


There are three basic methods of paying salesmen: salary alone, 
salary plus bonus or commission, and commission alone. Approxi- 
mately 10 per cent of the companies pay their salesmen straight 
commissions, and about 23 per cent pay salaries only. The remain- 
ing companies pay their salesmen some combination of salary plus 
incentive, such as bonus or commission. The most popular method 
of paying salesmen, found in over 36 per cent of the companies, 
is the salary-plus-bonus arrangement. * 

Incentive plans often have different objectives, and, in evalu- 
ating a particular plan, the specific purpose for which it was 
desigred must be kept in mind. In some cases, such plans are 
used to achieve other goals than increased sales; one company, for 
example, provides incentives with an eye toward keeping sales 
volume level throughout the year, so that constant production 
rates may be maintained. Other plans, designed to reduce selling 
costs, provide bonuses when sales expenses are reduced. 

Most companies do not have any specific limits on salesmen’s 
expense accounts, including travel allowances, as long as the total 
involved is “reasonable.” The definition of “reasonable” varies from 
company to company, of course, but most companies prefer to 
keep the limits flexible to meet special situations as well as con- 
stant changes in the costs of traveling. 





* Of interest to many companies will be the survey report’s data on the 
frequency, type, and amount of general increases that have been granted 
salesmen since the end of World War II, and a discussion of the effect 
that compensation has on turnover. The report also discusses and analyzes 
the provisions of incentive plans currently in use and includes, whenever 
possible, the actual dollar amounts paid to various levels of salesmen, in 
order to enable the executive concerned with salesmen’s compensation to 
evaluate the effectiveness of these plans and to determine whether the 
use of a particular bonus or commission plan in his company would pro- 
duce results that would justify its cost. 
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As far as other forms of extra compensation are concerned, 
salesmen today seem to do as well as other employees. All the 
companies in the survey provide group life insurance and group 
hospitalization for the salesmen, and 90 per cent have pension 
plans under which their salesmen are covered. Other group insur- 
ance benefits are provided for salesmen to about the same extent 
as they are for other employees. 


Fringe Benefits—Still Snowballing 


A CONTINUING INCREASE in “fringe” benefits for employees over the 
past three years was reported by more than 92 per cent of the respondents 
to a recent survey conducted by the Dartnell Corp. among 112 companies 
of different types and sizes. 

Over 75 per cent of the participating companies provide paid rest 
periods for all employees. Three per cent have rest periods for salaried 
personnel only, and 7 per cent for women employees only. 

Of the 112 companies surveyed, 32 per cent provide music for em- 
ployees at work, and 30 per cent provide it during the lunch and break 
periods. Over 60 per cent of the surveyed companies provide cafeteria 
service. Vending machines, snack wagons, or outside catering services 
are available in 24 per cent of the companies. 

Free or low-cost legal advice is provided employees in 30 per cent of 
the companies. (Income tax assistance is a big part of this service.) 
Employee counseling services, aimed at helping employees with problems 
both personal and on the job, are provided by 65 per cent of the 
companies. Large firms consider counseling one of the most important 
aspects of their employee relations programs. 

Health services are provided by 85 per cent of the companies. The 
larger firms keep full-time physicians on the staff, while others have 
dispensaries and nurses available. The majority of companies have some 
type of health and accident coverage for employees. Policy is about 
equally divided as to whether the employee or the company pays the 
premiums on such insurance. 

All responding companies grant paid holidays, and a continuing trend 
toward more liberal vacation policies is evident. 





DEPENDENT DIVIDEND: An annual “subsistence allowance” of $400 for 
each child under 18 years old has been instituted by the South Brooklyn 
Savings and Loan Association for its employees, the Journal of Commerce 
reports. Such company and governmental payments are widespread in 
Europe, though uncommon at the present time in the United States. 
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Book Notes 


(Please order books directly from publishers ) 


GENERAL 


AN INTERNATIONAL ECONOMY: Problems and Prospects. By Gunnar 
Myrdal. Harper & Brothers, New York, 1956. 381 pages. $6.50. An 
examination of the problems of achieving economic integration on a world- 
wide scale. The author takes the view that large-scale investment and aid 
from the industrially developed countries to the undeveloped ones is now 
the major need in the promotion of global prosperity. Nevertheless, his 
analysis of postwar international relations leads him to the conclusion 
that the nations of the Western world are not prepared in peacetime to 
accept the degree of international human solidarity which would make 
progress toward international economic integration possible. 


MANAGEMENT FOR TOMORROW: 8th Annual Conference Proceedings of 
Society for Advancement of Management. Chilton Company, Chestnut 
and 56 Streets, Philadelphia 39, Penna. 1956. 179 pages. $6.00. In- 
cluded in these proceedings are papers on internal auditing, opinion sur- 
veys, control by incentives, integrated data processing, productivity, and 
the goals of management and labor. 


DYNAMICS OF THE AMERICAN ECONOMY. By Charles H. Hession et al. 
Alfred A. Knopf, Inc., New York, 1956. 504 pages. $5.75. An introduc- 
tion to economics based not only on traditional economic concepts but also 
on insights derived from the behavioral sciences. Applying this framework 
to the major areas of economic behavior—business, labor, government, and 
economic fluctuations—the authors offer a thoughtful analysis of such 
themes as the impact of industrialization, changing motivations and roles 
in economic life, the process of decision making, and the over-all influence 
of economic activity on the individual. 


BUSINESS PRACTICES, TRADE POSITION, AND COMPETITION. By Oswald 
Knauth. Columbia University Press, New York, 1956. 177 pages. $3.00. 
Arguing that the classical static theory of economics is based on assumptions 
that no longer fit the facts of our dynamic economy, the author propounds 
a new theory of business practice which, he believes, affords a sounder 
basis for judgment and action. A thoughtful book that should be of in- 
terest not only to the economist but also to the practicing business man. 


TECHNICAL AIDS FOR SMALL BUSINESS: Annual No. 1. Edited by J. Wade 
Rice. Small Business Administration, Washington, D.C. 1956. 229 pages. 
$1.00. A reprint of the first 27 issues of the Small Business Administra- 
tion’s bi-weekly series under the same title. The subject matter has L*en 
grouped under three categories: operations, care and maintenance, and 
recent technical developments. 
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CHANGING THE ENVIRONMENT OF INTERNATIONAL RELATIONS: A Major 
Problem of American Foreign Policy. By Grayson Kirk et al. The Brook- 
ings Institution, Washington 6, D.C. 1956. 158 pages. $2.50. This 
symposium, the third in the series of Brookings Lectures, presents the 
views of six experts on selected aspects of the world situation now con- 
fronting the American people. The first two lectures are concerned with 
the impact on international relations of mass aspirations, science, and 
technology; the third and fourth consider the conflicts arising out of differ- 
ing governmental and political institutions and the emerging requirements 
for an expanding world economy; and the final two lectures in the series 
deal with the problems and prospects for cooperation between the newly 
emerged nations of Asia and the Western world. 


OFFICE MANAGEMENT 


PROCEEDINGS—AUTOMATIC DATA PROCESSING CONFERENCE. Edited by 
Robert N. Anthony. Division of Research, Harvard Business School, Boston, 
Mass. 1956. 194 pages. $3.50. Included in these proceedings of a Harvard 
Business School conference on automatic data-processing held in September, 
1955, are papers and discussions on basic principles and techniques, cen- 
tralized vs. decentralized organization, criteria for selecting equipment, case 
studies of data-processing applications, and operations research. 


FASTER, FASTER. By W. J. Eckert and Rebecca Jones. McGraw-Hill Book 
Company, New York, 1955. 160 pages. $3.75. A simple, non-technical 
description of the IBM NORC calculator, explaining how it operates and 
the nature of the problems it solves. 


COMPUTERS: Their Operations and Applications. By Edmund C. Barkeley 
and Lawrence Wainwright. Reinhold Publishing Corporation, New York, 
1956. 366 pages. $8.00. An account of the newest developments in the 
techniques and equipment of automatic computing, written both for the 
engineer and for the business executive interested in determining where 
computers can fit in with his company’s operations. The book also includes 
a checklist of computer characteristics, a list of organizations from whom 
automatic computing equipment can be bought or rented, an extensive 
glossary of terms used in the automatic computing and allied fields, and a 
bibliography. 


INSURANCE 


MODERN LIFE INSURANCE. By Robert I. Mehr and Robert W. Osler. The 
Macmillan Company, New York, 1956. 746 pages. $6.90. Though de- 
scribed as a revised edition, this book contains barely 5 per cent of copy 
taken verbatim from the first edition published seven years ago. The most 
significant addition to the text is its treatment of accident and sickness 
insurance. Two new chapters on types of policies have also been added, 
and the material on policy provisions, rate making, and financial manage- 
ment has been considerably expanded and reorganized. 
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TOTAL DISABILITY PROVISIONS IN LIFE INSURANCE CONTRACTS. By 
Kenneth W. Herrick. Richard D. Irwin, Inc., Homewood, Ill. 1956. 212 
pages. $4.00. A study of past experience and current practice in the under- 
writing of total and permanent disability in connection with life insurance 
contracts. The author concludes that this form of protection can and should 
be provided by private life insurance companies and that the losses sus- 
tained in the past came from unrestrained competition and lack of experi- 
ence. The study was carried out under the sponsorship of the S. S. Huebner 
Foundation for Insurance Education. 


QUESTIONS AND ANSWERS ON INSURANCE. By William E. Boyd, Jr., 
and Cameron S. Toole. Prentice-Hall, Inc., Englewood Cliffs, N. J. 1955. 
468 pages. $6.95. A reference book providing specific information on the 
various lines of insurance and answers to some 650 questions on more than 
40 different forms of coverage. 


LIFE INSURANCE FACT BOOK, 1956. Institute of Life Insurance, 488 
Madison Avenue, New York 22, N. Y. 1956. 112 pages. 25 cents. This 
sourcebook of basic factual information about the life insurance business, 
the eleventh to be published, brings the figures up to date through 1955. 
Contains numerous tables and charts. 


COVERAGES APPLICABLE. By Roy C. McCormick. The Rough Notes 
Company, Inc., 1142 North Meridian Street, Indianapolis 6, Ind. 1956. 
112 pages. $2.50. The eighth edition of this well-known guide. Completely 
rewritten and considerably enlarged, it now lists almost every known kind 
of risk, its insurable hazards, and what forms of insurance cover them. 


Publications Received 


(Please crder directly from publishers) 


GENERAL 


BUSINESS LAW. Fifth Edition. By Ron- 
nald A. Anderson and Walter A. Kumpf. 
South-Western Publishing Co., Cincin- 
nati 27, Ohio. 1956. 940 pages. $6.25. 


INTRODUCTION TO STATISTICS. By 
Frederick C. Mills. Henry Holt and 
Co., New York, 1956. 628 pages. 
$6.00. 


1.C.1.E. SOURCE MATERIAL DIRECTORY. 
Available from Reference and Re- 
source Library, Industrial Council of 
Industrial Editors, Department of Tech- 


nical Journalism, Oklahoma A.&M. 
College, Stillwater, Okla. 1956. 19 
pages. $1.00. 


SEPTEMBER, 1956 


PLANNING FOR PROGRESS: Proceed- 
ings of an A.I.R. Planning Conference. 
American Institute for Research, 410 
Amberson Avenue, Pittsburgh 32, 
Penna. 1956. 42 pages. Gratis. 


THE ROLE OF GOVERNMENT IN DE- 
VELOPING PEACEFUL USES OF ATOMIC 
ENERGY. By Arthur Kemp. American 
Enterprise Association, Inc., 1012 14 
Street, N.W., Washington 5, D.C. 
1956. 51 pages. $1.00. 


BUSINESS PLANS: 1956-1959. Dept. of 
Economics, McGraw-Hill Publishing 
Co., New York, 1956. 16 pages. 50 
cents. 
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NON-PROFIT CORPORATIONS AND AS- 
SOCIATIONS: Organization, Manage- 
ment, and Dissolution. By Howard L. 
Oleck. Prentice-Hall, Inc., Englewood 
Cliffs, N.J. 1956. 433 pages. $10.00. 


THIS GROWING WORLD: Economic De- 
velopment and the World Bank. Public 
Affairs Pamphlet No. 237. By Robert 
L. Heilbroner. Public Affairs Commit- 
tee, 22 East 38 Street, New York 16, 
N.Y. 1956. 28 pages. 25 cents. 


AUTOMATION AND TECHNOLOGICAL 
CHANGE: Hearings before the Sub- 
committee on Economic Stabilization 
of the Joint Committee on the Eco- 
nomic Report, Congress of the United 
States. Available from the Superin- 
tendent of Documents, U. S. Govern- 
ment Printing Office, Washington 25, 
D.C. 1955. 644 pages. $2.00. 


TRENDS IN EQUIPPING THE AMERICAN 
WORKER. Council for Technological 
Advancement, 1200 18 Street, N.W., 
Washington 6, D.C. 1956. 22 pages. 
Single copy, gratis. 


THE ART OF INTERPRETATIVE SPEECH. 
Fourth Edition. By Charles H. Wool- 
bert and Severina E. Nelson. Appleton- 
Century-Crofts, Inc., New York, 1956. 
655 pages. $4.50. 


THE BLUE BOOK OF AWARDS. Edited 
by Herbert Brooks. Marquis—Who’s 
Who, Chicago 11, Ill. 1956. 186 
pages. $4.85. 


TECHNICAL COOPERATION IN LATIN 
AMERICA: Recommendations for the 
Future. By the NPA Special Policy 
Committee on Technical Cooperation. 
National Planning Association, 1606 
New Hampshire Avenue, N.W., Wash- 
ington 9, D.C. 1956. 192 pages. $2.50. 


THE ECONOMIC DEVELOPMENT OF 
BURMA. By Everett E. Hagen. Na- 
tional Planning Association, 1606 New 
Hampshire Avenue, N.W., Washing- 
ton 9, D.C. 1956. 88 pages. $1.25. 


VENEZUELA: Land of Opportunity. By 
Alfred P. Jankus and Neil M. Malloy. 
Pageant Press, Inc., 130 West 42 Street, 
New York 36, N.Y. 1956. 250 pages. 
$5.00. 


ENCYCLOPEDIA OF AMERICAN ASSO- 
CIATIONS. Gale Research Co., 424 
Book Tower, Detroit, Mich. 1956. 
$15.00. 


MAKING DEMOCRACY WORK. By 
Francis Hankin. Public Affairs Press, 
2162 Florida Avenue, Washington 8, 
D.C. 1956. 74 pages. $1.00. 


OFFICE MANAGEMENT 


OFFICE EQUIPMENT GUIDE: Techniques 
of Manual Preparation of Spirit Mas- 
ters. Index 804.1. Navy Management 
Office, Department of the Navy, Wash- 
ington 25, D.C. Available from Superin- 
tendent of Documents, U.S. Govern- 
ment Printing Office, Washington 25, 
D.C. 10 cents. 


USE OF STATISTICAL QUALITY CON- 
TROL IN NON - MANUFACTURING 
AREAS. By James W. Parsons, Jr. The 
School of Business, Baylor University, 
Waco, Tex. 1956. 24 pages. 50 cents. 
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AUTOMATION AND ELECTRONICS: A 
Guide to Company Experience. By 
Henry C. Thole. Management Research 
Service, 1342 Cherry Street, Kalama- 
zoo, Mich. 1956. 26 pages. $1.00. 


WRITING OUT LOUD. NAVEXOS P- 
1515. Navy Management Office, De- 
partment of the Navy, Washington 25, 
D.C. Available from Superintendent of 
Documents, U.S. Government Printing 
Office, Washington 25, D.C. 15 cents. 
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At today’s business frontier .. . 


AMA Special Conference on 


ORGANIZING 
RESEARCH AND ENGINEERING 
FOR PROFIT 


OCTOBER 18-19, 1956 ©* HOTEL STATLER NEW YORK 


Yor R COMPANY'S COMPETITIVE POSITION—and in 


many cases its growth and expansion—depend on profitable product lines. 
Today, research and development are at the business frontier, creating the 
new products and processes that will shape the industrial future. 
At AMA’s Special Conference on Organizing Research and Engineering for 
Profit, top industrial executives will show how their companies, through 
research, are 

@ Meeting competition — maintaining their competitive 

position with new and improved products 


Reducing costs—cutting production and maintenance 
costs through new methods, processes, and materials 


Planning for growth—through diversification and prod- 
uct line expansion 


Two major companies will outline their research organization structure, 
showing how their engineering activities were organized to meet their com- 
pany’s particular goals and needs. Two other companies will present com- 
plete case studies of these vital areas: 

@ Product development—a factual study showing how an 


actual product was developed, from original idea to final 
production 


@ Administration—an outline of several basic steps used 
by a leading manufacturer to alleviate the shortage of 
engineers and other technical personnel 


Other special presentations will round out this complete, up-to-the-minute 
analysis of how industry is controlling—and making profitable— its 
“investment in tomorrow.” 


INSURE YOUR ATTENDANCE—REGISTER TODAY! 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
1515 Broadway + Times Square - New York 36, N. Y. 





Two new AMA publications on subjects 


of current management interest... 


PIONEERING IN ELECTRONIC DATA PROCESSING: 


Company Experience with Electronic Computers 


Reflecting the latest changes in the office electronics field, this new 
Special Report presents factual accounts of actual company experience: 
conducting feasibility studies, training office personnel, using computers 
of all sizes, and developing new kinds of management information through 


data-processing techniques. 


This new AMA publication emphasizes the day-to-day use of medium- 
sized computers, rather than “giant brains.” It shows how the imaginative 


use of computers can help make scientific management a reality. 


159 pages; illus. SpeciAL Report 9. $3.75 (AMA members: $2.50) 


ESTABLISHING AN INTEGRATED DATA-PROCESSING 
SYSTEM: Blueprint for a Company Program 


Integrated data processing is the systematic organization of every 
data-processing operation in the company—with or without the installation 
of a costly electronic system or a complicated communications network. 

This new Special Report shows how both large and small companies 
can establish an IDP system. Reports of actual company experience demon- 
strate how accurate information can be obtained quickly—how executives 


can get the facts needed for efficient company operation. 


Released to non-members October 1, 1956. Sprctat Report I]. 
$4.50 (AMA members: $3.50) 


Order from DEPARTMENT MS, AMERICAN MANAGEMENT ASSOCIATION, INC., 1515 Broadway, 
Times Square, New York 36, N. Y. 


AMA will pay normal postage and handling charges on all orders accompanied by check or money order. Orders 
under $5.00 should be accompanied by remittance. Orders of $5.00 or more, unless accompanied by remittance, 
will be billed for postage and handling charges. Add 3%, sales tax for orders to be delivered in New York City 
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